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NOTHER WAY RCA 

SERVES INDUSTRY 

THROUGH 
ELECTRONICS § 


RCA Electronics introduces the tube of tomorrow 


Called the Nuvistor, this thimble-size electron tube 
is likely to start a revolution in electronics. RCA 
engineers scrapped old ideas—took a fresh look at 
tube design. The result will be tubes that are far 
smaller, perform more efficiently, use less power, 
can take more punishment, are more reliable. De- 


velopmental models now being tried out by de- 
signers will have a profound effect on the size, 
appearance, and performance of electronic equip- 
ment for entertainment, communications, defense, 
and industry in the future. It is another example of 
the way RCA is constantly advancing in electronics. 
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HOTEL 


GRAMERCY 
PARK 


52 Gramercy Park North 
(Lexington Ave. at 21st St.) 


FACING THE ONLY PRIVATE 
PARK IN NEW YORK 


Gramercy Park offers the visitor to 
New York a rewarding experience. It’s 
location is unique. On the preferred 
East side, in the city’s most charm- 
ing midtown area. In the heart -of 
business, entertainment, cultural and 
shopping areas. 

Rooms are big, airy, colorfully 
decorated. Each with television and 
air-conditioning. A beautiful restau- 
rant offers superb cuisine. Attractive 
bar and cocktail lounge. 

Luxurious suites: parlor, bedroom, 
bath, from $20 to $25 a day. Also 
spacious one room apartments from 
$10 daily. 


American Express and Diners’ Club credit 
card’s accepted. 
Write for illustrated booklet, 
Donald Gallagher, General Manager. 





















Famed red telephone is at left. Device at right is internal alert dial system for alerting headquarters personne 


This is one of the most important telephones in the free world 


A vital link in the nation’s communications network, widely dispersed for safety 





The phone is at Headquarters, Stra- 
tegic Air Command. In the event of 
attack, orders would be given over it 
simultaneously to every SAC base, 
thus launching a massive retaliatory 
force against the enemy. 

To a great extent, America’s defense 
communications use the existing Bell 
Telephone network, which operates on 
land, through the air, and under the 
oceans. Today that network is so wide- 


BELL TELEPHONE SYSTEM 


spread and diversified that the result- 
ing communications reliability is one 
of our important dejense resources. 
Important telephone routes bypass 
major target areas. Many different 
means of communication back each 
other up. so that if one is lost another 
is available. 

The Bell System has also helped 
create communications for such vital 
defense projects as our far-northern 


Distant Early Warning radar line for 
protection from aerial attack. And it 
is at work now on communications for 
BMEWS — the Ballistic Missile Early 
Warning System. These are just two 
of the many defense jobs that we 
have undertaken. 

Swift, dependable communication is 
our business, whether to speed the 
cheerful voices of home and industry, 
or the sterner voices of defense. 
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Industry 


Politic Business 


The Trend of Events 


LABOR LEADERS SEEK TO FORCE THE ISSUE — AND 
LET PUBLIC BE DAMNED .. . By now Congress and the 
country as a whole must be aware that no adequate 
machinery exists to expedite settlement of strikes 
in critical industries and that we are trusting more 
to luck than relying on sound planning to save us 
from economic disaster. 

The longest steel strike in history is the latest, 
and perhaps the most convincing evidence that dras- 
tically new methods must be evolved. 

The Taft-Harley Act, injunction, the only weapon 
in the hands of the President to stave off the peril 
of business suffocation, is a weak and ineffectual! 
thing. It settles nothing! It is a truce which may be 
used to close ranks on both sides for new and more 
damaging assaults. When the 80-dav life of a T-H 
Law injunction has ended, each side may well be 
better fixed to stand adamant than before. Such a 
court order may be likened to the one-minute rest 
between rounds in the prize rine. When the bell 
rings, the contestants go at it again, with the same 
equipment and tactics — and the unchanged ob- 
jective of knocking each other 


militates against its own purposes: it is just long 
enough to tip the scales hopelessly against one of 
the parties without regard to the merits of the 
dispute. Yet no one is effectively “‘enjoined.” 

The original purpose was to create an atmosphere 
free of glaring through closed gates, suspending 
formal exchange of insults. It was to be a time of 
sober thinking during which the U.S. Mediation 
Service could get in its best licks. But in the in- 
stance of the steel strike, the Mediation Service had 
been on the grounds almost from the start; it has 
spent its force and for most useful purposes had 
retired early in the days of the shutdown. 

The injunctive process of Taft-Hartley was created 
as a protection for the class not represented at the 
bargaining table but whose interest is paramount, 
namely, the public. The theory was that manage- 
ment and labor, busy at the task of producing, has 
less time for magnifying grievances. The 80-day 
terminal date was unfortunate. That fact having 
been demonstrated beyond question, Congress should 
move in its January session to create a system under 

which injunctions. when 


is- 





senseless. The President 
knows that. It accounts for 
his openly expressed and ex- 
treme distaste for the in- 
junctive procedure. And labor 
and management know it 
equally well. 

The term “iniuction” 
applied to strike imnasse car- 
ries connotations that aren’t 
justified. The fixed time limit 


ae 
tomorrow’s 
regular feature. 





We call the attention of the reader to 
our Trend Forecaster, which anvears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep | 
abreast of the forces that may shape 
markets, 


sued, would be policed by the 
issuing court and lifted only 
when the labor dispute has 
heen resolved. This necessari- 
ly calls for more power of 
governmental intervention 
and admittedly that is an area 
fraught with danger. The pro- 
blem isn’t insurmountable. We 
have already given Govern- 
1ent the power to insist upon 
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operations in the national interest in time of war 
and, in a few situations, in grave national emer- 
gency. Any who failed to recognize the gravity of 
the emergency by the time the steel strike had en- 
tered its second month simply had not kept current 
with business conditions growing out of the work 
stoppage. 


Enter the Dock Workers 


The readiness of unions to gang up against a 
struck industry with complete disregard for the 
national welfare was demonstrated when 80,000 
dock workers went on strike, tying up ports on all 
coasts. Dock men in the New York City area. faced 
with damage suits running into millions of dollars 
for breach of their work contracts, appeared some- 
what reluctant to go out. But they solved the pro- 
blem: their union boss, “Tough Tony” Anastasia, 
“commanded” them to go back to their jobs. Of 
course they didn’t go back; but then, you see, it was 
not an authorized strike, the New York Longshore- 
men’s union could not be successfully sued, they 
reasoned. It was just as simple as that! 

The dock workers strike was costing the union 
and its members millions of dollars a day. They 
could stand that in the face of an expected 80-day 
limit iniunction. But they couldn’t stand it, and un- 
doubtedly would not have attempted it, if the in- 
junction had no terminal point and its dissolution 
was left within the judgment of the court issuing 
the order — to maintain it in effect until the strike 
had been settled. 

It requires no keen powers of insight to realize 
that the dock workers went out solely to stem the 
flow of imported steel into the United States, steel 
that would keep the wheels of industry moving, if 
not spinning, and steel that meant continued employ- 
ment for thousands of fellow union members in other 
industries. 

Steel’s experience in this strike must be taken to 
heart by other industries, other unions, and all Mem- 
bers of Congress. Especially the Congressmen whose 
districts are reporting mounting unemployment, sky- 
rocketing relief costs — and falling off of essential 
federal, state and local tax revenues. 

It was a day of rejoicing in the steel communities 
and employer-employee relationships were considered 
to have reached their zenith two decades ago when 
the big mills agreed to a $7-a-day wage rate. Some 
measure of labor peace has been maintained through 
the succeeding years but the price has been tremen- 
dous: an average wage of $3.11 an hour is current 
today. Strikes and threats of strike have accounted 
for this spiraling. It is, perhaps, no wonder that 
President David McDonald of the Steel Workers 
of America admits of no terminal point in wage 
boosts. That is his job. It is likewise the job of Con- 
gress to protect the major party in interest, not 
represented at the bargaining table — the general 
public. 


du PONT WINS AFTER A TEN YEAR STRUGGLE... 
In the light of the suffering and financial loss en- 
dured by the many defendants who could not afford 
the vast sums necessary to fight to a finish, Judge 
La Buy’s decision in the du Pont-General Motors 
case, based on a tiime-honored principle: “The Rules 


of Reason are the Rules of Law,” was received with 
a sigh of relief. 

It sets up a precedent that will serve for the future 
in many similar instances. It rejects slavish service 
to inelastic procedure and text-book solutions which 
would pervert a statute intended for policing busi- 
ness practices into a lethal weapon destroying all 
that it touched. 

In a significant paragraph of his 101-page opinion, 
the jurist wrote a primer of guidance for courts and 
Federal regulatory bodies. It is one of the most 
practical pronouncements to come down from a 
court of law in years. Commenting on the economic 
disruption that would come in the wake of rapid 
divestiture, he said: 

“The testimony adduced by the defendants (du- 
Pont and GM), that of men of great responsibility 
for investing funds and marketing securities, to that 
effect, must be given great weight. The type of evid- 
ence introduced by the government. consisting of 
data regarding a variety of security offerings, charts 
of stock movements and the flow of investment 
funds, and the testimony of economists without prac- 
tical experience or management responsibility, can- 
not overcome the weight of such testimony.” (Ital. 
supplied) 

The Court read du Pont’s assurance that the com- 
pany intends no monopolistic use of GM stock owner- 
ship in the light of its past performance. Then the 
Judge went on to copper-rivet the guarantee that a 
captive customer would not grow out of du Pont’s 
23 per cent ownership of the automobile company. 
Conceding, for the sake of discussion, that such a 
financial interest might be persuasive in dealings 
between the two companies it is unrealistic to equate 
it with controlling influence. However, any prefer- 
ential trade arrangements which may exist will be 
dropped and no joint undertakings will be counten- 
anced while du Pont continued to hold GM stock. 

The basis of divestiture suggested by the Depart- 
ment of Justice was one to imperil all business orga- 
nizations and their owners who, for any of the 
numerous legitimate ends, acquired financial interest 
in one another. Here the Government proposed what 
amounted to drastic penalties against the companies 
and their shareholders which dwarfed the record- 
breaking fine imposed by Federal Judge T. Alan 
Goldsborough against John L. Lewis’ United Mine 
Workers. In the UMW case, a penalty of $30 mil- 
lion was assessed for openly, flagrantly, and con- 
tumaciously defying an order of the United States 
of America. In the du Pont-General Motors situation 
no criminal intent, or act, was suggested. But de- 
struction of market values and imposition of income 
taxes, combining to a total of $5 billion, was the 
price demanded for engaging in the open marts of 
trade in a business relationship that just might 
create a monopoly although the existence of one was 
not in the testimony. 

For the past decade the two affected firms and 
their shareholders have lived in a state of grave 
uncertainty. So also have been other companies whose 
setups might be affected by the decision entered 
here. Now, barring successful appeal by the Govern- 
ment, the case and the issues have been settled. If 
Congress adopts a sane policy to cover such situa- 
tions so that an apparent (Please turn to page 108) 
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Ms. g See g - | by Charles Benedict 


WHY | DOUBT THAT ANY DISARMAMENT 
IS A LIKELIHOOD 


* was interesting to see Chairman Khrushchev, 
standing with Mao Tse Tung on the high red 
alls of Peiping’s Gate of Heavenly Peace, and to 
ear him telling the world, and the hundreds of mil- 
ons of Chinese slaves that the Soviet Union had al- 
vays been against predatory force (Ha!)—con- 
eniently forgetting Latvia, Estonia, Lithuania, Po- 
ind, Hungary, Bulgaria, Czechoslovakia, etc., which 
ell to Russian cannon. That he did not believe 
1 the use of military action to subdue capitalism— 
nd that his “‘Holy-of-Holies” was the precept that 
1e people of each country should decide for them- 
elves when to take the 


did he believe that by cementing relations with us 
he could find a way out of his dilemma or did he 
think he could lull us into a feeling of false security 
by his promises, while he directed Red China’s expan- 
sion in our direction and away from Russian terri- 
tory — from Asia and Europe? 

I do not believe it is going to take too long before 
we get the answer, in which case, some of the ideas 
and deals Khrushchev thought he had sewed up and 
sold, will turn out to be illusions. With his first dis- 
appointment, we will know whether Khrushchev’s 
visit to this country has brought us any closer to a 
compromise between the 
aims of freedom we have 








oad to Communism—al- 
hough he called it Social- 
sm. 

But he failed to add how 
his was to be accomplish- 
d—and that the _ tech- 
iiques of subversion and 
rain washing emanating 
‘rom the Soviet Union, 
were the tools that would 
»e used to bring about re- 
volt in the countries which 
had been marked for 
conquest and enslave- 
ment. 

And, all the while, Red 
China’s show of military 
prowess — its army of 
700,000 strong, on re- 
view — with big guns 
—jet fighters— bombers 
and tanks, roared past 
in celebration of the 
tenth anniversary of the 
trickery which brought 
the great Chinese nation 
under Red despotism. 

And you began to won- 











set, and the Soviet Union’s 
goal of a Communist 
World in which they will 
be the masters. 

I am not referring to 
the ideology of Commun- 
ism — that’ unrealistic 
Utopian dream which is 
not being practiced in 
Russia anyway, but rath- 
er, to the political system 
of absolute control of their 
own people on which the 
Communist hierarchy be- 
lieve their security rests, 
while they cruelly use the 
lure of an unattainable 
paradise to gain control 
of the wretched and starv- 
ed millions of the world 
longing for a better to- 
morrow. 

This was the picture we 
visualized as a backdrop 
to the sumptuous banquet 
celebrating the 10th anni- 
versary of Red rule in 











der what Mr. Khrush- 
chev’s purpose was in 
making a disarmament 
proposal which would 
scrap every military weapon, but would make Russia 
vulnerable to gradual encroachment and leave 
the Free World to the mercy of Red China’s war 
machine. I do not believe he ever expects Red China 
to disarm, nor is there a possibility that Russia can af- 
ford to disarm so long as Red China is on the march. 

Already in conflict over control of Outer-Mongolia, 
I wonder what response they can possibly make to 
Red China’s need of Lebensraum for its vast hordes, 
already cramped for space and looking northward 
for expansion into areas now controlled by the So- 
viet Union. 

Did Mr. Khrushchev have this potential danger 
in mind when he came to the United States? And 


OCTOBER 10, 1959 


With apologies to Brett of the Miami Herald 


— What now? 


China, with the millions 
of “ant-men” existing in 
the Communes under slave 
labor, living in barracks, 
eating in field kitchens, under the kind of iron- 
fisted discipline which permits married men half an 
hour a week to visit their wives, destroying family 
life and making complete robots of the unhappy 
people. Was this an anniversary to celebrate? 

I doubt whether Khrushchev can talk Mao into 
disarming, for, in the future, there is bound to be 
a great struggle between the Soviet Union and 
Red China for control of the Communist world. 
The Commune was a forward step in the direction 
toward organizing Red China’s population for what- 
ever comes. 

In the face of this possibility, Russia cannot disarm 
—nor can we— nor can the rest of the world. 
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Market Uncertainties Continue 


Regardless of the looked for break in the steel impasse, market potentials appear limited. Both 
in present effect on demand for stocks and in later consequences for business activity, high 


money rates are a primary adverse factor. 


mains advisable. 


A cautious, selective investment policy re- 


By John W. Vandeveer 


A 

k ollowing a sizable rebound, of normal tech- 
nical proportions, from the September 22 lows and 
a brief, partial reversal thereof in the industrial list, 
market action toward the end of last week reflected 
hopeful rumors at variance with the facts indi- 
cated up to our press closing time — of an inminent 
settlement of the long steel strike. 

In five trading sessions through last Tuesday, the 
industrial average rose nearly 24 points, making up 
close to two-fifths of the prior seven-week sell-off 
from the summer top. In the single Wednesday ses- 
sion over a third of that was cancelled, largely due 





MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND 
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DEMAND FOR STOCKS 
As Indicated by Transactions 
at R Prices 


SUPPLY OF STOCKS 
Indicated by Transactions 
at Declining Prices 


MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 
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to temporary nervousness aroused by news of a sec 
ondary offering of 300,000 shares of U.S. Steel; anc 


to softness in du Pont prior to the favorable lower 


court decision regarding disposition of this com 
pany’s huge holdings of shares of General Motors 

The steel offering proved to be of transient marke 
interest when it was reliably, although unofficially 
traced to a large estate in process of liquidation re 
quired for distribution to heirs. Clarification of the 
matter and premature hopes for a steel settlement 
contributed to moderate improvement in the indus 
trial section in the final two sessions last week, but 
left the average several points under its 
September 29 rally level of 640.10. Com. 
ing after the close on Friday, the court 
ruling — which could be appealed by the 
Government — favored du Pont, per- 
mitting retention of its General Motors 
stock as as investment on a non-voting 
basis. 

Rails, which are heavily affected by 
the steel stoppage, and utilities ignored 
last Wednesday’s spill in industrials. 
Both of these averages extended their 
rallies, gaining throughout last week 
with the exception of a small fractional 
dip in rails in the Friday closing session. 


The Steel Situation 


The alternatives in the steel situation 
— likely to be decided before or shortly 
after you receive this issue of the Maga- 
zine — are: (1) news from Pittsburgh 
of a settlement, requested by President 
Eisenhower for accomplishment before 
his Thursday, October 8, return from 
vacation; (2) the calling of both sides 
to Washington again, maybe October 9, 
for a final “show-down” meeting with 
the President; (3) if necessary, invoca- 
tion of an 80-day Taft-Hartley Act in- 
juction to get steel flowing again. With 
advance preparations made, Washington 
reports are that an injunction can be 
obtained by or before October 15. 

Since neither side wants an injunc- 
tion, some last-minute “give”, under 
Presidential pressure, is possible ; but an 
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‘injunction now looks most 
| likely. This would leave the 








issues unresolved, permit a 
later renewal of the strike, 


TREND INDICATORS 


YEARLY RANGE 1951-1958 





and meanwhile might bring 
some fresh troubles. There 
have been “hints” of work 
slowdowns by unions as a 
protest gesture. 

However it comes, the 
breaking of the steel impas- 
se can be no surprise; and 
of itself would seem noth- 
ins for the market to cele- 
biate — especially if it is 
vii injuction. Either way, 
the primary consideration 
is that steel must begin to 
fl»w again in the near fut- 
ure, reach a high level with- 
in four or five weeks after 
the mills reopen, and thus 
permit a full rebound in 
industrial activity. Mean- 
while, of course, lower Sep- 
tember-October figures will 
be reported for production, 
employment, factory pay- 
rolls, ete. 

Given uninterrupted steel 
output — and no _ other 
major strikes of long dura- 
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tion in key sectors — busi- 
ness activity should be at 
record levels at least 
through the 1960 first 
quarter, if not longer. Total corporate earnings 
would rise from the reduced third-quarter level, 
probably attaining new peaks for a time. Many di- 
vidend boosts or extras are indicated in the late 1959 
weeks, since payments have lagged behind pro- 
fits. 

Such is the apparent basis for some further market 
recovery within trading-range limits, and possibly 
even a later test of the summer highs in the averages. 
But the burden of proof is on the market, and the 
road ahead is not clear. For one thing, everybody 
has been expecting a post-strike rebound in business 
and in earnings, as well as good year-end dividend 
news. So there can be no pleasant surprise on these 
counts. 

For another thing, the impact of the steel strike 
was only one factor in the August-September market 
unsettlement. More important was the combination 
f prior excess and belated concern over high and 
‘ising money rates. Regardless of shortrun varia- 
ions, interest rates are not likely to fall much, if any, 
intil the Federal Reserve gets a bit apprehensive 
ibout the next business recession. The latter could 
‘ast a very long advance shadow over investment 
»sychology, as demonstrated by some past periods of 
narket fluctuation within trading-range limits for 
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with boom levels in business. 


many months, 


Basis For Caution 

Veighing the pros and cons, it is questionable, if 
not doubtful, that the earlier enthusiasm for com- 
mon stocks, at almost any price, will fully re-assert 
itself. The institutional funds will buy on sell-offs, 
as they were doing recently. Bidding up to new highs 
is something else again. The market is hampered by 
a record volume of liquidation via secondary offer- 
ings — especially of oils — for institutional accounts. 
We look for more of it. The cautionary signals here- 
tofore flashed by our Support Measurements and 
other technical indicators have not been reversed by 
market rally. 

The bull market — if still in being — is mature. 
So is the business expansion, regardless of a period 
of uncommon activity for a time after the steel 
strike. Allowance must be made for the subsequent 
period when the expansionist forces will lose power 
and corporate earnings flatten out. Without trying 
to look far around the corner to recession — and in- 
flationary Federal action against it — caution is 
justified now, but not liquidation of satisfactory 
long-pull investment positions in sound equities. 

Monday, October 5. 


63 








VY 


The Crash. . 


By William Amos 





























.Plus Thirty 


Where do we stand today as compared to 1929? 
Contrasting strength and weakness in our economy... 


the stock 


market...our banking system...comparing asset-income 


position of the individual 


® Our international obligations then and now... the area of real estate 
mortgages which in 1929 started the debacle 

> The factor that could produce a boom and subsequent bust that 
would make 1929 look pallid in comparison 


HE thirtieth anniversary of the 1929 crash pro- 

vides an appropriate occasion to stop, take stock 
and ask oneself: “Could it happen again?” Many of 
our maturer citizens who were scarred both finan- 
cially and psychologically by their experiences in 
1929 and through the ensuing depression years have 
frequently expressed fears of a recurrence of a simi- 
lar crack-up. However, while we have experienced 
several recessions, the most recent of which took 
place in 1958, no major depressions have developed 
during the past three decades Nevertheless it may 
be unwise to state unequivocally and unqualifiedly 
that a market and financial panic such as the 1929 
crash will never happen again, because it is the ten- 
dency of human beings to indulge in excesses, and 
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we are in many instances treading uncharted paths 
and improvising as we go along. 

However, there is a considerable amount of evi- 
dence that we have greatly reduced our susceptibility 
to the type of debacle that occurred in 1929—but it 
would be complacement to assume that we are im- 
mune to future adjustments, even to some of con- 
siderable magnitude, resulting from a new set of 
circumstances. 

An interesting approach to the question of our 
present-day vulnerability to a major crash might be: 
(a) to outline the principal factors leading to the 
1929 crash and (b) to look into the question of how 
our economic picture today resembles or differs from 
the situation in 1929. 
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Many plausible theories 
concerning the underlying 
causes of the 1929 panic 
have been propounded dur- 
ing the ensuing three dec- 
ades. Hindsight is always far 
superior to foresight. Listed 
following are five of the 
principal factors, on which 
there is considerable agree- 
ment (although perhaps 
with varying emphasis), as 
to their contribution to the 
1929 crash and to the de- 
pression which followed: 

1. A top-heavy basic eco- 
nomic structure in which 
65% of the families in the 
country had incomes of less 
than $3,000 per year (ad- 
justed for current prices) 
and average gross weekly 
earnings in manufacturing 
were only $25. This economy 
was particularly vulnerable 
to changes in production 
rates. For example, the 1959 
Economic Report of the 
President points out that in 
1929-1930 for every $1 bil- 
lion of decline in private out- 
put, personal income drop- 
ped $670 million. By con- 
trast, in the 1957--1958 re- 
cession the decline in per- 
sonal income was only $360 
million per $1 billion drop in 
output. 

2. Over-extension of credit 
in the stock market. In 1929 
there was little or no control 
over the use of credit to pur- 
chase securities on margin. Stocks could generally 
be purchased by putting up only 10% of the pur- 
chase price and pyramiding as the market rose. 
Loans on securities made by Federal Reserve mem- 
ber banks totaled over $10 billion at the end of 1929 
and brokers’ borrowings on collateral in New York 
City as reported by New York Stock Exchange 
members averaged over $6.5 billion during 1929 and 
actually touched a peak of $8.5 billion in September, 
1929. It has also been pointed out that with the lack 
of regulation in 1929 it was possible for so-called 
“insiders” to manipulate the market through forma- 
tion of pools, wash sales and other tactics which 
have since been outlawed. 

3. Weakness of the banking structure. In 1929 
there were too many banks and it was too easy to 
incorporate a small bank. Suspensions of incorpo- 
rated banks averaged over 500 per year in 1928 and 
1929. Banks generally were vulnerable in a number 
of ways. For example, many of the banks became 
over-involved in real estate mortgages (both first 
and second mortgages) which had no provisions for 
amortization and which did not have the present- 
day benefit of Federal insurance. Some of the banks 
also over-extended themselves in commodity loans, 
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in security loans, in foreign credits and in specula- 
tive activities of security affiliates. 

The banks were in danger of becoming frozen-in 
with respect to several types of assets so that when 
depositors became panicky and demanded their 
money, the banks could not convert holdings into 
cash quickly enough to prevent runs. The ability to 
rediscount at the Federal Reserve Bank was con- 
fined to certain grades of commercial paper and there 
was no such thing as insurance of deposits. 

4. In 1929 the real estate mortgave situation was 
over-extended just as the stock market had become 
vulnerable from over-speculation. During the 1920's 
real estate prices ran up sharply as mortgages and 
mortgage certificates were sold on valuations that 
left little or no equity or margin of worth over and 
above the amount of the debt. Since there was no 
amortization or insurance, and since a decline in 
business activity was immediately reflected in a 
sharp drop in personal incomes, there were many de- 
faults. The chaotic conditions which ensued in the 
field of real estate and real estate mortgages had 
many unfavorable repercussions with respect to the 
banks, insurance companies, investors, construction 
companies and home-owners. 

5. In the international field the position of the 
United States in 1929 was one of a creditor nation 
which demanded repayment, but by means of the 
high tariff rates of the Hawley-Smoot Act. placed 
barriers in the way of imports. Actually the only 
way that foreign nations could repay us was to sell 
their goods in America. When this became impos- 
sible, defaults on international obligations became 
inevitable. Such defaults, like the collapse in real 
estate and mortgages, added to the financial panic 
which ensued. 


Great Contrasts in Situation 


How does our economic picture today resemble 
or differ from that of thirty years ago? With ref- 
erence to the five factors mentioned as principal con- 
tributors to the 1929 debacle, the situation today 
may be said to have been strengthened substantially 
Following is a point by point coverage of these ele- 
ments: 

&> 1. With reference to our general economic 
structure, a substantially broader base of income 
distribution has been developed to replace the top- 
heavy inverted pyramid of 1929. Instead of 65% of 
our families having incomes under $3,000 per year, 
the percentage has been reduced to 46% (again ad- 
justed for changes in the price level). The improve- 


Duration and Extent of Decline in Selected 
Economic Indicators 


-—- Percentage Decline 


No. of Wage 

and Salary Industrial Personal 

Period Duration Workers* Production Income 
(months) 

1929-33 43 30.7 50.8 49.8 
1937-38 13 10.0 32.3 11.2 
1948-49 WI 4.1 77 3.4 
1953-54 13 3.4 9.46 0.1 


1957-58 9 4.4 12.4 0.9 


* Non-agricultural workers per Bureau of Labor Statistics. 
Source: Economic Report of the President, 1959. 
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ment in the economic position of the average Ameri- 
can over the past three decades is reflected in a con- 
siderably higher real personal income and its wider 
distribution. Per capita disposable personal income, 
measured in constant dollars (1958 prices), has in- 
creased from $1,148 in 1929 to $1,748 in 1958, up 
about 55%. 

Average gross weekly earnings of production 
workers in manufacturing industries have risen 
from £25.03 in 1929 to $83.56 in 1958, up 234%, 
while ‘he cost of living indicated by the consumers’ 
price index rose by 68%. 

In addition to a broader base of income distribu- 
tion, the Federal-State system of unemployment in- 
surance now in effect contributes significantly to the 
stabilization of the whole economy by sustaining the 
aggregate purchasing power of consumers at a 
higher level than would otherwise prevail. The 1959 
Economic Report of the President points out that 
in the recession from July 1957 to April 1958 bene- 
fit payments offset about one-third of the decline in 
wage and salary disbursements, and because they 
were not taxable, their effect in maintaining dispos- 
able personal income was even greater. 

®& 2. With respect to the stock market, the fact 
that today margin requirements are 90% means that 
the market is largely on‘a cash basis. Currently, 
brokers’ loans total about $2.5 billion — or about 
one-third of the figure 30 years ago in spite of a 
much larger total dollar value of all listed stocks 
today. Furthermore, although it is not perfect, the 


Selected Comparative Economic Statistics 
Gross National Total Disposable Per Capita Average Average Consumer 
Product Income Disposable Gross Weekly Price 
End (billions) (billions) Income Labor Weekly Hours of index - 
of Population InCurrent in 1958 InCurrent In1958 inCurrent in 1958 Income* Earnings Work in All 

Year (thousands) Prices Prices Prices Prices Prices Prices (billions) in Mfg. Mfg. Items 
1958 174,064 $436.7 $436.7 $310.5 $310.5 $1,784 $1,784 $246.2 $83.50 39.2 123.4 
1955 165,270 397.5 435.4 274.4 295.7 1,661 1,790 218.0 76.52 40.7 114.5 
1950 151,683 224.6 351.6 207.7 249.3 1,369 1,643 150.2 59.33 40.5 102.8 
1945 139,928 213.6 354.1 150.4 241.3 1,075 1,726 119.4 44.39 43.4 76.9 
1940 132,122 100.6 227.0 76.1 156.9 576 1,188 50.5 25.20 38.1 59.9 
1935 127,362 72.5 168.3 58.3 122.5 458 962 37.2 20.13 36.6 58.7 
1930 123,188 91.1 182.0 74.4 128.5 604 1,043 46.7 23.25 42.1 71.4 
1929 121,875 104.4 201.0 83.1 139.9 682 1,148 51.0 25.03 44.2 73.3 

* Wages, salaries and other labor income. 

Source: Economic Report of the President, 1959. 




























Securities and Exchange Commission has performed 
well in enforcing the provisions of the Securities Act 
of 1933 and the Securities and Exchange Act of 
1954 which regulates sales of and trading in secur'- 
ties. Thus most of the 1929 abuses have been elim - 
nated. Along with this improvement in distribution 


and trading practices has gone a strengthening cf _ 


accounting and financial policies — many of which 
might well have developed after the depression 
whether or not there had been a Securities and Ex- 
change Act. More conservative accounting policies, 
especially with respect to depreciation accruals, mea. 
that earnings today are considerably more soundly 
based than they were 30 years ago. Also simpler and 
less debt-heavy capital structures contribute toward 
greater financial strength today than existed in the 
1920’s. 

Some stock market observers have cited the grow- 
ing size of institutional holdings, especially those of 
mutual funds, as a source of potential danger to the 
market in any period of extended decline. Statistics 
show that at the end of 1958, total mutual fund 
holdings of stocks listed on the New York Stock 
Exchange had a market value of $10.2 billion, or 
about 4% of the total market value of all listed 


stocks as of that date. At the end of 1949 mutual 
fund holdings aggregated $1.4 billion or about 2% 
of the total. Such holdings are still relatively small 
in relation to the total, but the growth rate of mu- 
tual funds is striking. (Please turn to page 102) 











Source: Economic Renort of the President, 1959. 

















Net Public and Private Debt 


(billions of dollars) 

——_—_—_—_———— Individual and Noncorporate ——_—_—— 
End State & Commercial 

of Federal local Total Non Farm and 

Year Total Gov't Gov't Corporate Total Farm Mortgages Financial Consumer 
1958 $757.9 $232.5 $50.9 $236.0 $238.5 22.0 $144.3 $27.5 $44.7 
1955 672.2 231.5 38.4 212.1 190.2 18.8 108.8 24.0 38.7 
1950 490.3 218.7 20.7 142.1 108.8 12.2 59.4 15.8 21.4 
1945 406.3 252.7 13.7 85.3 54.6 7.2 27.0 14.8 5.7 | 
1940 189.9 44.8 16.5 75.6 53.0 9.1 26.0 9.5 8.3 | 
1935 174.7 34.4 16.0 748 49.4 9.0 24.7 10.8 4.9 j 
1930 191.0 16.5 14.1 89.3 71.1 11.8 32.0 21.6 5.8 
1929 190.9 16.5 13.2 88.9 72.3 12.2 31.2 22.4 6.4 
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COMPANIES 
LIKELY TO PAY YEAR-END EXTRAS 


IN STOCK OR CASH 


PAnd where dividend increases are likely e 
PWhere disappointments can be expected 


By Ward Gates 


HROUGH the second quarter of this year divi- 

dend disbursements by domestic corporations 
were running at record levels, giving promise that 
the disappointing crop last year would be compen- 
sated for in 1959. 

Then, in July the steel strike hit—at first just with 
a whisper as business continued on its merry way 
content that the strike would be neither long last- 
ing nor damaging—and then with a bang as the 
walkout stretched to four, eight and then ten weeks 
and at this writing was still in progress. Whether 
the strike ends tomorrow (figuratively) or is still 
in progress when these words are printed, the fact 
remains that the strike has caused irreparable dam- 
age to the economy and may well color management’s 
dividend views at year end. 

In the industries most closely associated with the 
steel industry the reasons are obvious. Production 
schedules have at least been disrupted and in many 
instances has actually come to a halt leading to 
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plant shutdowns and layoffs of workers. Caterpil- 
lar Tractor, for example, which employes 39,000 
workers in its various plants throughout the country 
was forced in mid-September to furlough 11,000 
workers—almost one-third of its work force be- 
cause of steel shortages. Less sensationally, many 
other companies were forced into similar action. 
Even General Motors, with all of its resources, was 
forced to slow down production at a crucial point 
in its new-model swing-over. 

Lost production means lost earnings—and in 
many instances the lost earnings will cost stockhold- 
ers those year-end extra dividend payments that 
have become so near and dear to their heart in the 
post-war years. Of perhaps greater significance, 
however, is the fact that lost earnings may dis- 
courage some managements from raising regular 
dividend rates, thus effectively holding down the 
level of disbursements for next year as well. 

Away from the steel industry and the companies 
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closely dependent on it, the strike is also having an 
impact on business and management’s dividend phil- 
osophy. Suddenly, after half a year of booming 
business the outlook is not quite so clear. Consumer 
spending has held up well but as the strike stretches 
out in time more and more people are being laid off 
or are taking cuts in take-home pay as overtime 
payments dwindle. Until now companies with liberal 
dividend policies had little excuse for not dispensing 
largess to their shareholders. Now they may be hav- 
ing second thoughts. 


Tight Money Restrictions 


The unclarified business outlook and the business 
actually lost during the strike is only one factor 
distorting the dividend picture today, however. In 
effect it is the one that gives managements their 
best and most easily explained reason for withhold- 
ing payments. The more complicated reason, how- 
ever, and the one that is most likely to influence the 
greatest number of companies is the excessively 
tight money situation that is now gripping the 
nation’s entire financial structure. It seems that 
everyone—government, consumers and corporations 
alike—needs money, and their demands are press- 
ing hard against the liquidity of banks and insurance 
companies. The result has been an almost unprece- 
dented rise in the interest rate which threatens to 
go even higher before the situation takes a turn for 
the better. 

Under the circumstances corporations that need 
cash for expansion, research or inventory building 
will have to think twice before distributing their 
valuable cash reserves to stockholders in the form 
of cash dividends. Money now costs prime risk bor- 
rowers 5%—a comparatively high figure—and this 
is just short term money. Just a few weeks ago the 
New York Bell Telephone Company, a top rated 
subsidiary of American Telephone & Telegraph was 
forced to pay 5°,,% for long term money when it 
sold its most recent bond issue to the public. Per- 
haps even more significant is the fact that the Fed- 
eral National Mortgage Association, a U. S. Govern- 
ment agency recently paid 514% to borrow money 
for only two years. 

The point need not be labored. Money is tight, and 
when it’s tight it becomes expensive—and when it 
becomes expensive it enhances the value of the 
money companies have in their coffers. Unless there 
is a decided change between now and year end, 
therefore, many corvorations are going to prove 
reluctant to part with any more dollars than they 
have to. 

More Stock Dividends 


Fortunately for stockholders, however, corpora- 
tions that will show greatly improved earnings this 
year despite the disruptions of the steel strike have 
a way out. The ever-increasing popularity of the 
stock dividend in lieu of cash is at their disposal, 
and it is to be expected that this Christmas will 
witness a veritable flood of “paper” dividends. 


National Gypsum for example, a major manufac- 
turer and supplier of building materials is expected 
to score a sizeable earnings increase this year. The 
near record rate of building activity pushed first 
half earnings to $2.23 per share compared with only 
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$1.31 a year ago. For the full year the momentum 
of the boom should raise per share profits to the 
$4.75-$5.00 level against only $3.82 for all of 1958. 
Shareholders, therefore, are expecting some liberali- 
zation of the $2.00 annual dividend, but it is most 
likely that the company will stick to a repeat of last 
year’s 2% stock dividend and let it go at that. 

Why? Because tight money is squeezing the life 
out of the building boom. Consequently the company 
cannot look ahead to 1960 with anywhere near the 
confidence that seemed warranted only three months 
ago. With the prospect that earnings will not be as 
easy to come by, National Gypsum is likely to elect 
to hold on to its cash. 

Other Possible Disappointents 

Even in cases where dividend increases or extras 
appear reasonably certain the payments may not 
come up to expectations. Chrysler has scored a truly 
mammoth earnings gain over last year, and until 
a few weeks ago appeared certain to reward stock- 
holders with a large extra at the end of the year. 
Suddenly, however, after reporting net of $6.65 per 
share in the first six months versus a $2.89 deficit 
a year earlier, the company announced that the com- 
bination of the steel strike, model changeover costs 
and other disruptions would lead to a profitless third 
quarter. Now dividend policy will hinge in no small 
measure on the normally good fourth quarter. But 
unless the steel strike ends and steel begins filling 
up the production pipelines Chrysler’s new models 
may come off the assembly lines slower than ex- 
pected. As a result, shareholders may have to be con- 
tent with no more than a token $1.00 per share ex- 
tra, if that. 


Allis-Chalmers, too may be forced to disappoint 
shareholders unless the strike ends quickly. After 
several years of poor earnings the company began 
to make real progress this year. Six Months earn- 
ings still trailed last year because of a particularly 
depressed first quarter of 1959, but from all indica- 
tions the company appeared certain to net over 
$2.75 ner share this year compared with only $2.34 
in 1958. More important, the performance promised 
to be the first sizeable earnings upturn in several 
years and lent hope that the dividend cuts of recent 
years would at least be partially restored. They prob- 
ably will be. But don’t be surprised if the absence 
of steel cuts deeply enough into profits to limit any 
increase or extra to very modest proportions. 


Probable Increases 


Despite the steel strike and tight monev, however, 
many companies will remember stockholders kindly 
at Yuletide. Zenith Radio, easily successful producer 
of television and radio sets ard hearing aids—con- 
tinues to pile one record earnings year on another. 
In the first six months earnings climbed to $1.66 
per share against $1.01 in 1958, and by the time 
the rush of Christmas buying is over profits should 
climb to about $6.00 per share from $4.10 last year. 
The coverage these earnings afford the current mod- 
est dividend rate indicates an extra at year end and 
a vossible increase in the nominal 25¢ quarterly 
regular payment. 


American Home Products, which raised its payments 
in 1957 and again in 1958 will probably continue the 
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Stocks Likely to Pay Extra or Year-End Dividends 
1958 Ist 6 months 1959 1958 Amount 1959 
Net Net Earnings Estimated Total of Extra Indicated 
Earnings Per Share Net Div. Div. Paid Regular Recent Price Range 
Per 1958 1959 Per Payment 1958 Rate Price 1958-59 
Share Share Year-End * 
Abbott Laboratories ..................00000« $3.32 $1.48 $1.42 $3.35 $1.90 $ .10 $1.80 62 8434- 43% 
} IID cncsscssacemencnrinsinieinsinnies 2.34 1.02 57 2.75 1.25 - 1.00 34 38%4- 22% 
| American Airlines ..................0000000000 1.94 1.411 1.671 3.50 1.00 1.00 25 33%s- 14% 
j American Brake Shoe ................00000 2.97 1.56 3.11 5.20 2.40 2.40 47 58 - 33% 
:| American Chain & Cable | =D 1.65 2.45 5.00 2.50 2.50 52 6134- 39% 
| American Home Products .............. 5.53 2.74 3.03 5.85 3.50 50 3.60 153 193 - 73 
American Machine & Fdry ............ 3.19 1.38 2.27 5.00 1.70 - 2.00 88 100 - 32% 
‘| American Machine & Metals ..... " 2.50 1.23 1.72 3.30 1.40 4 1.60 44 59%4- 23% 
'| American Tobacco ..... 8.55 3.94 4.26 9.25 5.00 1.00 4.00 97 107\4- 74% 
(| Bell & Howell ............. e 2.96 42 64 2.60 50 2%2%5 56 54 74%- 21 
RS EER ae eee 3.84 1.90 2.48 4.75 1.25 22% 1.40 45 56%4- 23'2 
i IID ccccrssncsecsnenereenimnennntanes 1.46 77 83 1.75 72 11% .80 35 42\e- 17% 
|| Carter Products 2.72 64 1.03 4.00 .80 ~ 1.00 65 83 - 19% 
| Cessna Aircraft 5.62 4.16 6.17 6.50 1.60 10%25 1.90 71 89\2- 21% 
Et MND. sctabincenisniuninbieicsiinneinniasaniait d3.88 d2.89 6.65 7.50 1.50 — 1.00 63 73%- 44 
IIIIIED nssnnsnsnnenntieniiiinanenas 2.70 1.11 2.83 4.75 2.00 _ 2.00 76 B89%2- 35% 
| Consolidated Cigar ..................000 5.08 1.72 1.88 5.40 2.00 40 1.80 53 64'2- 29% 
| Corning Glass ~ oe 7 1.73 3.40 1.50 50 1.00 125 150% 74% 
5 IND srceissieninnenssiniominicntis 3.15 1.45 2.30 4.50 2.00 2.00 76 94\4- 40" 
III TEE GIDL. -ecnsintaniienenntinennssnenenaiunein 6.06 4.172 5.997 7.60 1.75 37'2 2.00 55 68'4- 27% 
RNIN CIID scnccsnssnnnescmsnermeneseans 2.57 -%6 1.36 3.00 1.42'2 12'2 1.48 85 97%- 48% 
General American Transport ........... 3.03 1.50 1.53 3.25 1.78 - 1.90 56 67'2- 34% 
General Portland Cement ................ 2.13 -87 1.14 2.45 1.15 25 1.00 38 43%- 24% 
Homestake Mining ........................0000 96 1.12 1.09 1.00 2.00 40 1.60 42 49\4- 32% 
International Business Machines ..... 6.93 2.78 3.51 8.50 1.73 22% 2.00 404 488 -200 
Joh II cscicsieaninnenevatainianioan 2.38 1.13 1.30 2.75 82 14 86 57 70%- 34 
NE IEE cnnensnsictetecennennessnviomsennansis 4.02 1.98 2.02 4.40 2.00 472 2.00 41 48%- 16'% 
McDonnell Aircraft ..............000e00e 6.33 _ — 6.10% 1.00 4%5 1.00 31 49%4- 22'2 
SIU sis eninaiiiccenetnseemiiiciannentin 2.53 1.35 1.48 2.90 1.40 .20 1.40 77 9134- 36% 
Minneapolis-Honeywell Regulator .. 3.23 1.29 1.76 3.65 1.75 15 1.60 116 150 - 76 
National Gypsum Co. ...............:000 3.82 1.38 2.23 4.75 2.00 2%5 2.00 53 71 - 42 
PR, GURNEE TE Ss. ecrensnscccsesassedavanooien 1.89 91 .93 2.15 1.00 30 1.00 41 49'2- 17% 
| LS | 5.69 1.85 2.38 6.25 4.25 1.25 3.00 107 117 - 82% 
RII: cscs ncitsietnieenennesiniiaiinainhiin 3.52 2.15 2.79 5.00 3.00 3.00 65 72%2- 43% 
Radio Corn. of America ................... 1.98 86 1.29 2.75 1.50 50 1.00 56 71 = 30% 
en 13.05 5.71 10.67 18.00 2.00 2%5 2.00 652 701 -312 
Sears, Roebuck & Co. ......... een 2.21 .82 1.02 2.55 1.20 20 1.20 47 49%4- 25 
5.31 2.37 2.79 5.80 2.35 35 2.40 77 89 - 55% 
2.10 1.16 2.93 4.75 2.00 2.00 52 59%- 31 
Warner-Lambert Pharm. .................. 2.82 1.04 1.25 3.00 1.50 25 1.50 55 65%2- 28 
Western Union Tel. ................00000000 1.89 72 1.23 2.50 1.20 -- 1.20 36 43%- 15 
TIE ctismmnatiisionnanindidainens 4.10 1.01 1.66 6.00 2.00 66 1.60 95 1363%4- 20'% 
*—£stimated total 1959 payments, but 1__8 months August 31. 41/5 share of Trout Mining Co. 
excluding possible ycer-end declarations. 2—9 months July 31. Paid in stock. 





practice this year. Many pharmaceutical producers 
are experiencing severe profit margin difficulties 
(Pfizer may not raise its dividend for the first time 
in seven years) but Home Products, like Zenith and 
Ole Man River, just keeps rolling along. Earnings 
may reach $6.00 per share this year compared to 
$5.53, and dividends (which are dispersed monthly) 
should climb to about $4.00 per share from the cur- 
rent $3.60 rate. Larger payments may be warranted 
by earnings but management apparently believes in 
small and frequent increases. We doubt that share- 
holders will be disappointed this year. 

Deere’s shareholders will not be disappointed 
either, despite the fact that some uncertainties have 
begun to creep into the farm equipment outlook. 
Farm income has been declining steadily through 
most of 1959 and is currently running at a rate $1.6 
billion behind a year ago. Obviously, Deere’s man- 
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3_Year ended June 30, 1959. 





agement is keeping a close eye on this new develop- 
ment and the threat it poses for future sales. But 
as for now, earnings this year will be so strong that 
a healthy year-end extra is almost a foregone con- 
clusion. 

For the first six months of 1959 the company’s 
shipments ran at record levels and earnings soared 
to $3.75 per share compared with $2.25 a year ago. 
By the time the year is out (unless steel shortages 
cut deliveries far below expected levels) earnings 
will probably climb to almost $8.00 per share against 
$6.06 last year. In good earnings years Deere has 
usually rewarded stockholders. This year the year 
end payment should be at least $1.00 per share. 

Another probable dispenser of yuletide financial 
good cheer is American Machine & Foundry. The com- 
pany appears to have found the formula for stabiliz- 
ing earnings and assuring (Please turn to page 98) 
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> Particularly timed to 
Pres. Eisenhower’s suggestion 
that the newly wealthy 
nations of Europe can 
do their part now 





the 


The Substance ‘ 
Back of the Fear Regarding 000. 
Our Dwindling Gold Pile me 


— How much farther can it shrink with safety? 
By HERBERT M. BRATTER 


& The various reasons for the continuing loss of gold other than balance of 
payments on import-export trade 

> The impact of economic — industrial — and military aid on 
gold and dollar balances . . . the part played by private investment 
abroad and other financial transactions by Americans in foreign lands 

> Steps likely to be taken by USA to relieve pressure on dollar 
by cutting foreign aid . . . demands that European States lift import 














restrictions, etc. — Why higher price for gold is not the answer to our problem ail 

EPORTING on the US balance of international These foreign short-term dollar assets total sho 
payments during the second quarter, the Com- nearly $18.5 billion, as compared with the US Aus 
merce Department again discloses that for us the gold stock of $19.6 billion. Bel; 
books closed in the red, with foreigners acquiring Offhand, this offers a disturhing possibility. How- Den 
another $1,160 million in the form of gold and liquid ever, the US Treasury is not likely to permit a pro- Fin 
dollar assets from us. Excluding a net payment of longed, large-scale run on the dollar. Fra 
$1,375 million transferred to the International Mone- : Th 
tary Fund, our payments to foreigners on a season- ow Our Foreign Short-Term les: 
ally adjusted basis were abovt $1 billion, or $100 Liabilities Are Distributed als 
million more than in the first quarter! The following, in mil- an 


This continuing loss of gold has become a matter 
of great concern to our business and financial lead- 
ers, who see in this drain a serious threat hanging 
over the gold and dollar balances maintained in this 
country by foreign interests. This is because the 
gold loss of the past few years is only a small frac- 
tion of potential foreign claims against our remain- 
ing gold stocks, the claims that are implicit in fore- 
igner’s short-term dollar holdings. 





lions of dollars, are the pre- 
liminary figures for June 
30, 1959, showing the dis- 
tribution in ownership of 
this country’s short-term 
liabilities to foreigners, re- 
ported by banks and tabu- 
lated by the Federal Re- 
serve Board. The figures re- 
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flect the increased U. S. subscription this year to 
the World Bank and World Fund. 


International institutions ......... $ 2,756 millions 


Foreign governments ...........- 8,942 
ee 6,709 
eee 


Of the $15,651,000,000 held by other than in- 
ternational institutions, more than half, or $8,220,- 
000,000 is held by the United Kingdom and Europe. 
Canada accounts for another $2,122,000,000 and Ja- 
pan for $1,101,000,000. The holdings are: 


DT cvitevcaencchetbedwerad $ 1.459 millions 
0 ea ee ee 1,406 ad 
EE DD. bcc 0esndwedenans 1,082 " 
er 4,273 - 
Total U. K. and European ... $ 8,220 
RE sicdadesieasradeneewedens 2,122 
EL 5 wae wneee eae mew's 2,548 sas 
ll a6es 6WnGadad dwn éheueeenens 2,439 ™ 
eee es 322 ” 
Total, (apart from international a 
ree eee $15,651 ” 


A more detailed breakdown of the $4,273,000,000 
held by “Other Europeans,” in the above table, 
shows ownership as follows: 


millions millions millions 
Austria $390 Greece $153 Sweden $350 
Belgium 118 Netherlands 356 Switzerland 878 
Denmark 110 Norway 112 Turkey 21 
Finland 67 Portugal 151 Yugoslavia 7 
France 981 Spain 35 All other 544 


The large holding attributed to Switzerland, need- 
less to say, include property of non-Swiss nation- 
als — among them some Americans — who prefer 
anonymity. 
Where Instability of the Dollar May Cause 
Flight of Private American Capital 

Since Americans today may freely buy foreign ex- 

change, they too can move their capital out of the 
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country and the money at their disposal is far great- 
er than foreigners’ holdings here. Any loss of con- 
fidence in the stability of the dollar, originating with 
foreigners, could quickly be communicated to Ameri- 
cans and vice versa. If, because of unwise or inef- 
fective monetary and credit policy in the U. S. A., 
confidence in the dollar were seriously impaired and 
our gold stock were threatened with massive de- 
mands for export permits, the combined demands 
from foreigners and Americans could greatly ex- 
ceed assets held here. 

Incidentally, a panicky flight from the dollar 
would mean more than the liquidation of foreign 
short-term holdings here. Other property, such as 
common stocks, could be sold quickly for cash, which 
would then become eligible for remittance abroad. 
Tf foreigners should sell their stocks to flee the dol- 
lar, many Americans would quickly seek to do the 
same. No one can foresee all the financial and eco- 
nomic consequences which would follow such a de- 
velopment, whether left unchecked by the Govern- 
ment or checked by gold embargo and exchange con- 
trols. 


Why Foreigners Keep Short-Term Balances in the USA 


Despite the disappearance of the world-wide dol- 
lar shortage which characterized the first postwar 
decade, the dollar is still one of the world’s best cur- 
rencies, which is tantamount to saying that the eco- 
nomy of the United States still is in a superior posi- 
tion to supply the goods and services which the 
world desires. 

All countries need monetary reserves to sustain 
domestic and international confidence in their cur- 
rencies, to control domestic inflationary tendencies 
and to settle international payments deficits. Since 
the 1920s, gold as a reserve material has been sup- 
plemented by foreign exchange. Notwithstanding the 
shrinkage in the purchasing power of the dollar 
and the devaluation of 1933, dollar short-term as- 
sets have continued to be regarded by the world as 
a suitable supplement to gold for use as monetary 
reserves by central banks and governments. 

As between gold and dollar assets, some countries, 
particularly the UK and those of western Europe, 
tend to show a preference for gold. Having in mind 
the dangers to a domestic gold reserve in time of 
war as revealed by the experience with Nazi 
Germany’s invasions in World War II, there has 
been a tendency among foreign countries to keep 
part of their gold reserves in the USA. Gold bullion, 
of course, produces no income and indeed may incur 
storage expenses. Therefore, it is attractive to money 

managers to invest such reserves held in the USA 
in short-term interest-earning assets, particular- 
ly in obligations of the US Government. The only 
deterrent to such employment of reserves is the 
fear occasionally felt that the US may be forced 
to embargo gold exports or may raise the price of 
gold. In either event, gold held abroad, as well as 
gold held here under earmark for foreign account, 
would escape loss through such US measures. 


How Foreigners Use 
US Treasury Short-Terms to Advantage 


Not all foreign governments and central banks 
show at all times the same relative preference as 
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between holding gold under earmark in the USA 
and holding US short-term obligations. ® Moreover, 
all foreign governments and central banks need dol- 
lar checking accounts in US banks, including the 
Federal Reserve Bank of New York, for day-to-day 
requirements. ® The international agencies, notably 
the International Monetary Fund and the World 
Bank, are inclined to put idle dollar assets (includ- 
ing gold) to work earning interest by investing in 
short-term US Treasury obligations. 

Apart from foreign governments and central 
banks, foreign individuals, businesses, investment 
trusts, commercial banks and the like place funds 
in this country for a variety of reasons. 

® Some need funds here for working balances 
in their business. 

& Others are attracted by high interest rates now 
prevailing here. 

> Still others transfer money to the US to escape 
the tax collector at home or as a hedge against 
political upsets in their own countries. 

& Over the years large balances have been placed 
here by politicians and others abroad: Chinese lead- 
ers, Filipinos, Latin Americans, etc. 


Only Foreign Governments and Central Banks 
Have a Call on Our Gold 


Since only foreign governments and central banks, 
and international institutions have the choice of 
keeping balances here in the form of gold under 
earmark, private foreign individuals, firms, banks, 
etc., are not in a position to take their balances 
home in the form of gold. If they already own gold, 
as some of them do, they are able to send it here for 
conversion into dollar funds. None the less, the in- 
flow and outflow of private foreign funds in re- 
sponse to balance of payments considerations, war 
scares, devaluation rumors and the like, do give rise 
to “gold movements”, either through physical im- 
port and export of gold, or by official earmarkings 
and releases from earmarking for official account. 

This is so because demands. for foreign exchange 
channeled through commercial banks (to the ex- 
tent that the commercial banks involved cannot 
themselves meet them) have to be met by the official 
bodies concerned—i.e., central banks, governments 
or exchange stabilization funds. Sometimes, in cases 
of balance of payments difficulties, governments 
have to draw on the supplementary reserves avail- 
able to them through membership in the Internation- 
al Monetary Fund. 


Foreign Balances, Gold and the Balance 
of International Payments 


A country’s balance of international payments is 
the result of thousands of private and public trans- 
actions with other countries. These fall into several 
broad categories: imports and exports of goods, 
imports and exports of services, such as insurance 
and foreign travel, investments and other capital 
movements, including direct and portfolio invest- 
ments, dividend remittances, interest payments and 
principal repayments on bonded debt and short-term 
capital transfers, and gold movements including ear- 
markings. 

Theoretically, international payments of all kinds 
are in balance as to receipts and expenditures. Gold 
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being regarded as the settler of international bal- 
ances, it is often cited as the residual item. If a 
country has bought more goods and services from 
abroad than it has sold, and if its capital outflow 
has been greater than the inflow, there will remain 
a deficit in the payments that can be settled only in 
gold. 


Other Reasons Explaining Our Gold Outflow 


In some quarters, the view is held that the gold 
outflow from the US, during recent years, is to be 
accounted for by “our adverse balance of payments.” 
Others single out some particular component of our 
international transactions, such as our investments 
abroad or our foreign aid, as the explanation for 
our gold outflow. 

Thus, Prof. Randall Hinshaw of Oberlin College 
puts his finger on our imports as the basic explana- 
tion for the shift after 1949 from an overall surplus 
to an overall deficit in the US balance of payments. 
During these years, while European production has 
been expanding with massive US aid, inflation here 
has been sharper than in some other industrial 
countries, creating price differentials; and, con- 
sidering the widespread currency devaluations of 
1949, Hinshaw sees the US balance of payments de- 
ficits of recent years as “more than a coincidence.” 


How Much Is Military Aid Responsible? 


Edward M. Bernstein, former research director 
of the IMF, throws the spotlight on our current 
military aid to European countries which are well 
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able to afford paying their mili- 
a SHORT-TERM 


tary costs out of their own poc- 
kets. ee eee 
He declares “The particular 

cause of the outflow of gold over 
the past eight years is the rapid 
increase in US Government trans- 
ers and payments abroad ... ‘ 
Che United States . . . cannot con- 
(inue to provide aid to countries 
merely to enable them to acquire 
eserves of US dollars. 

“The time has come for a new 
stage in US payments policy 
... With the increase in the re- 
sources of the International | 
Monetary Fund, the need for 
massive additions to Western 
European reserves has passed. ‘ - 
In fact, most of these countries 
are in a position to eliminate 
completely all remaining re- i, 
strictions and discriminations 
and to participate in inter- 
national trade and investment aaa 
on the same free basis as the United States.” 





How Free World Gold and Dollar Reserves 
Have Mounted 


The gold and dollar reserves of the free world 
have mounted rapidly in the past several years, as 
shown in the accompanying table and chart. We have 
noted that a US gold loss, whether through the 
physical export of bullion or merely its earmarking 
for foreign account, is taken by some as the measure 
of our balance of payments deficit. 

Since foreign countries hold both gold and dollar 
balances as monetary reserves, we may say that the 
US has been settling its balance of payments deficits 
both in gold and in increased short-term foreign dol- 
lar holdings here. 

If the outside world had been unwilling to invest 
its surpluses in short-term dollar form, but had in- 
sisted on taking the whole surplus from us in the 
form of gold, our gold stock today would be very 
much smaller than it now is. 


How In 10 Years We Badly Depleted 
The Gold Backing For Our Currency 


During the 1014 years from the end of 1949 
through March 1959, the net decline in the US gold 
stock was $4,077,000,000, after allowing for acquisi- 
tions of newly-mined domestic gold. In addition to 
gaining this sum in gold, the outside free world 
increased its holdings of short-term dollar assets by 
$8,431,000,000. Since both items constitute monetary 
reserves, the outside world in a little over a decade 
gained from us a total of $12,508,000,000. Had the 
world not increased its dollar holdings but taken 
the entire amount in gold, the US gold stock on 
March 31, 1959. would have been only $12,055,000,- 
000, instead of the actual $20.486,000,000. Whereas 
today our gold stock is many billions above the av- 
proximately $1114 billions called for by the Fed- 
eral Reserve Act, under the condition mentioned we 
would now be holding barely more gold than re- 
quired. 
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Outside World Gold Reserve Mounting At Our Expense 


The rest of the world has been adding to its gold 
stock out of new world production, as well as by 
Russian sales of gold. Thus, during the 1014 years, 
the outside free world’s total monetary reserves ex- 
panded by $19,111,000,000. The larger part of this, 
as we have just seen, came from the USA. 


A DECADE’S CHANGES IN U. S. GOLD STOCK AND 
FREE WORLD’S MONETARY RESERVES, 
DECEMBER 31, 1949—MARCH 31, 1959 
(in millions of dollars) 


Net increase (+) 


12-31-49 3.31-59 or decrease ( ) 


US gold stock . .$24,563 $20,486 (a) $ — 4,077 


Foreign short-term dollar 


assets (in U. S.) 8,226 16,657 (b) + 8,431 
Net transfer of monetary 

reserves from US to 

other countries ..... $ + 12,508 
Total free-world gold and 

dollar reserves ....... $18,718 $37,829 $ + 19,111 


(a) On July 31, 1959, the corresponding figure was 
$19,672,000,000. 

(b) On June 30, 
$18,407,000,000. 


1959, the corresponding figure was 


How Does Foreign Aid Affect Gold And Dollar Reserves? 


During the 1014 years ended March 31, 1959, the 
gold and dollar reserves (including holdings of US 
Government bonds and notes) held by the UK in- 
creased by $2,089,000,000 (net). The corresponding 
increase for continental Western Europe was 
$11,765,000,000 and the total for the UK and West- 
ern Europe showed an increase of $13,854,000,000. 
During the same period the US Government con- 
tributed to the balance of payments of Europe— 
apart from non-military expenditures for official 
US purposes and excluding pensions and other trans- 
fers to that area—no less (Please turn to page 99) 
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Washington 











AMENDMENT of the “peril point” provision of the 
Reciprocal Trade Agreements Act will be agitated 
in the next session of Congress. O. R. Strackbein, 
chairman of the Nation-wide Committee On Import- 
Export Policy, is preparing the ammunition. It is 
contended that the protection promised to United 
States business and industry against imports which 
can undersell American products on the domestic 
market, has not been forthcoming. The argument 
seems to be borne out on the record of efforts to 
apply the protective provision. How many situations 





WASHINGTON SEES: 

Congressional candidates who accept financio! 
or other forms of assistonce from labor unions 
are on notice that what is involved is not a gift 
but is intended as a contract of purchase involving 
a quid pro quo: a contribution entailing owner- 
ship of the donee’s vote in Congress. 

It was bad enough when James Carey, elec- 
trical workers union boss, announced a drive to 
retire from public life all who voted for the Lan- 
drum-Griffin Bill, but worse when Michael J. 
Quill of the transport workers union spoke his 
piece. With characteristic lack of tact, Quill labeled 
Senators and Representatives who followed their 
own consciences in voting for the labor act, ““sun- 
shine soldiers who took our dollars.” 

There can be but one inference: candidates 
who accept union support are considered by Quill 
beholden to organized labor above and beyond 
any call of service to the public welfare. And, 
naturally, the mention of “taking our dollars’ 
implies payment for services to be rendered. 

Fortunately, it will be recalled that the Carey 
letter is credited with swaying doubtful votes 
and building a resentment on Capitol Hill that 
makes Carey, with Hoffa, a major contributor 
toward passage of the new labor surveillance act. 
Any Congressman who fails to answer Quill with 
indignant rejection might well be a candidate for 
impeachment proceedings 



















By “VERITAS” 


exist which did not give rise to formal appeals, can 
only be conjectured. Any legislative move for strong- 
er safeguards is certain to have powerful support, 
well distributed geographically. 


ON THE RECORD there are 80 cases in which domestic 
interests asked that the import duty, or other pro- 
tections, be stiffened. Of these, 14 were dismissed by 
the Federal Tariff Commission; 34 were decided 
against “escape clause” action to protect the home 
industrv: 42 eases were sent to the President with 
recommendation for tariff increase or import quota. 
Of the 32 cases reaching the White House, the Presi- 
dent acted favorably on only 11. And in eight of the 
11 he diluted the Tariff Commission’s recommen- 
dation and put into effect a lesser remedy. Among 
the cases rejected or set aside by the President were 
seven unanimous recommendations of the Tariff 
Commission 


GOVERNMENT'S incursion into business or industrial 
operations which can, and should, be handled by pri- 
vate enterprise is once more ccming under scrutiny. 
This has been a perennial for at least three decades; 
only last year was any substartial step taken to cut 
down on the operations, which have been mainly in 
the military service. Budget Director Maurice H. 
Stans suspects some agencies have been dragging 
their feet with revorts on their private enterprise 
activity and tustification therefor. He has issued a 
step-it-up order, said he wants the material without 
further delay 


ATTENTION will be centered on functions of construc- 
tion, transportation, communications, utilities, ware- 
housing and government-owned, contractor-operated 
activities. Manufacturing establishments, compris- 
ing about 58 per cent of the government’s commer- 
cial type operations already have been evaluated. 
Unless vrivate enterprise charges a disproportion- 
ately high price (or cannot or will not, produce 
the materials), the nerforming agency is under in- 
struction to discontinue with the greatest possible 
speed consistent with the taxraver’s interest. 
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Labor Secretary Mitchell made a praiseworthy start on 
enforcement of the new provisions of the Taft-Hartley Act 
when he ordered Hoffa to gilute the : hoodtum content of the 
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workers to continue their strike with the implied 5 promise 


high places, but some of his other actions are causing 
concern. His speech to to the AFL-CIO convention was something 

















that Congress will take sides — theirs - if the companies 











haven't given in. The Cabinet member who is known to be 
eyeing the republican vice presidential nomination 
observed that the President to be sure can enjoin the 
companies and the strikers but that means nothing more 
than an 80-day truce. With that experience behind them 
members of the next Congress, 
legislation that would not be to the liking of the 


he said, would enact 














steel companies. 





Implicit in this forecast is a note of 
warning to the companies to make a settlement 
before the injunctive power is spent. There 
was no suggestion that the union might lose 
by delay, but only management. The hiring 
hall lawyers must have been quick to 
appraise the situation: if we hold out long 
enough, Congress will crack down on industry. 
Organized labor has a big stake in this 
strike; obviously so, otherwise they 
wouldn't be planning to raise $30 million a 
month to sustain it. Some rank-and-file 
unioneers are complaining that so huge a 
war chest would encourage an impasse without 
term. But the implied guarantee of a high 
official of the Federal Government that the 
investment will pay off could overcome 
objections. 



































Mitchell hasn't publicly detailed the 
kind of legislation he foresees. While he 
describes it as a line of attack intended by 
Congress, the sponsorship on the record up 
to now is in the Department of Labor. What 
the Secretary looks for is Federal law 
setting up compulsory arbitration of points 











expected, "inimical to the best intersts of 
the companies that make steel" lays blame 
for the impasse at the door of management. 





recent years although it was liberally used 
in the first years following enactment of 
the Taft-Hartley Act in 1947. Within 16 
months after passage of the law, it had been 
successfully tested in cases based on 
protection of public health and safety, 
vital impact on public welfare, or threat 

of destruction of an employer's business. 
In that year the National Labor 

Relations Board obtained two injunctions 
against labor unions and one against 
management, on the public welfare aspect. 
The President, in that year, used the 
national emergency situation injunction to 
prevent or stop six strikes vitally affecting 
health and safety; 15 strikes in support of 
secondary boycotts were enjoined. In none of 
the casesS was money damages sought. 
Injunctions were used to serve their true 
purposes within the statute: solve soluble 
situations. 



































thut cannot be settled at the bargaining 
teble. The facilities and personnel of the 
Mediation Service now are available in such 
circumstances. President Eisenhower has 
spoken out against government intervention, 








Revived Interest in saber-senegenent 





new "hae surveillance law and to —. 
President's refusal to invoke the writ to 











and compulsory arbitration would mean just 


Start steel production moving. The 








that. Mindful of that feeling in Washington, 
Mitchell told the labor convention: "We 

all feel that free collective bargaining 
may be on trial here." The trial seemingly 
is over and the verdict is in: The Secretary's 
comment that congressional action may be 
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precedents are numerous and varied. The 
government would not be put in the position 
of testing novel procedures; it has but to 
look to the record. In the first year of the 
T-H Act, injunctions were granted to 
terminate coal strikes; to bar slow-downs 
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in newspaper plants, designed to force 
closed shop operation; terminating a strike 


involving 40 stores involved in a labor 
dispute over closed shop; avoidance of a 
strike in the automobile industry arising 
from employer's intent to set up insurance 
plan unilaterally. 














Court Orders were obtained in a series of 
actions alleging secondary boycotts. Albany 
longshoremen refused to load or unload 
vessels, or operate tugs, for employers not 
connected with the dispute which aimed at 
forcing motor-carrier operators to stop 
Shipping trailers over the road and compel 











jurisdictional questions and have decided 
to create arbitration machinery. Management 
will be a third-party beneficiary. Union 
members have been losing wages while their 
leaders fought over who has the contractual 
right to the work, and the pay, on jobs, 
especially in the construction field. 
Employers and the general public have been 
caught in the switches of union family 
fights while the debate continued, usually 
with neither group handling the work, the 
job standing idle. The solution is not 
complete: many of the unions most active in 
jurisdictional warfare are "independents" 
with no CIO-AFL affiliation making them 
































them to ship trailers by boat. They were 
enjoined; then settled the strike. 
Employers of a motor carrier struck to compel 
the employer to cease leasing truck and 
trailer equipment to another carrier who 
employed non-union workers. Injunction was 
granted. Employees of a department store 
picketed the establishment to force the 
owner to cease doing business with an 
employer who had been struck. Those cases 
are typical but the list is far from 
encompassing. The point is that the law has 
been tested and found effective. It has been 
established that most labor disputes can 

be settled, eventually, within the labor- 
management relationship without government 
dictating the terms. 



































Nobody is expected to raise the 
guestion officially, but the fact is that 
Congress legislated under a cloud for its 
final five weeks. By the terms of the 
Reorganization Act of 1946, July 31 is the 
date set for cutoff of Congressional 
sessions. This one lasted to Sept. 15. But 
only two sessions have terminated prior 
to the prescribed day. The one just completed 

















Subject to arbitration. Undoubtedly the 
re-admission of the Longshoremen's Union as 
an affiliate stemmed from this. The dock 
workers were bounced for corruption; the 
readmission didn't mention cleanup. 














Acquisitions of science material by the 
Library of Congress in the past year are 
massive, including 8000 Russian monographs 
on technology, all available to the public. 
Material is released also through the 
Commerce Department. This takes the form of 
English-language abstracts of foreign 
scientific journals, book review of 
monographs published abroad, and reports 
and studies based upon foreign publications 
relating to science, engineering, and 
technology — 32,000 abstracts and 1100 book 
reviews last year. About 6000 new items are 
acquired each year, making the government's 
book shelves and files one of the most 
comprehensive collections in the world. 





























Russia’s announced plan for a reduced 
working day for Soviet factory and office 
workers tells almost everything about the 
program but plays down such incidental 
intelligence as the fact that there will be 

















ran 140 days, making it the longest since 
1950. The Senate sat one day more than the 
House, but the lower branch completed its 
business first. Senator Wayne Morse's 
filibuster was to blame, in part. Congress 
starts slowly and operates leisurely, then 
all but panics as the summer begins to wear 
into the fall. Under House rules, business 
can be speeded, but the Senate equates 
oratory with action. 

















Unions have come to realize that they 
have been wasting their vigor and substance 
guarreling among themselves on 
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Simultaneous “adjustment of wages." What is 
taking place is an operational change of 
the kind referred to in this country as 
"slow time." The Russians will work fewer 
hours and will be paid less — seven-hour days 
generally with six-hour days for miners. 
Accentuating the losses which the workers 
will suffer under the coloration of 
progressive gains, the Soviet will install 
"graded rates" (speedup) in its plants. 
This, they have been told by the commissars 
is "further advance of the socialist 
economy and rise in the material and cultural 
standards of factory and office workers." 
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CHANGING POSITION OF THE UNITED STATES 


UNDER WORLD-WIDE SHIFTS IN 
IMPORT-EXPORT TRADE 


By John Metcalf 


> Affect of U.S. financed industrialization on our domestic-foreign trade .. . 
new avenues of competition from abroad 

> Our trade with the various countries during first half of 1959... 
Canada — Europe — Latin America — Asia — Africa — the outlook 


& Price factor in accelerating imports . . 


— steel imports... 


. is auto industry losing leadership? 
intensified competition from machinery 


& Various efforts being made to effectively stimulate our export trade. . . 


the special new channels developed 


@ U.S. FOREIGN TRADE is undergoing 
revolutionary changes! Since five million Amer- 
ican jobs depend on foreign trade, this up- 
heaval is causing great concern. 

A decline in U.S. exports has contributed to 
the deficit in our foreign payments. The result 
has been a heavy drain on our gold stock and 
fear for stability of the dollar, as shown in our 
highly important feature story in this issue, 
“The Substance Back of the Fear Regarding 
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Our Dwindling Gold Pile.” 

Imports meanwhile continue to grow. For- 
eigners are selling us not only more raw mate- 
rials but also more industrial products, even 
in fields where we proudly claim world leader- 
ship automobiles, steel, machine tools, and 
electrical generating equipment. 

What is happening to our foreign trade? 
Why are exports down 24 per cent from the 
1957 level? To a large extent it is because we 































1958 U.S. COMMERCIAL TRADE 


CANADA 
Exports to $3.4 Billion 
rected from $2.7 Billion gery 
‘ Exports to $4.6 Billion 







Imports from $3.4 Billion 





LATIN AMERICA 
Exports to , $3.5 Billion 


REST OF WORLD Imports from $2.8 Billion 


Exports to $4.3 Billion 
imports from $4.1 Billion 











are being priced out of foreign markets by rising 
labor costs in the United States — and the influx 
of cheap imports, priced drastically below compar- 
able U.S. goods, is winning increased demand from 
economy-minded American consumers. 

Following World War II, our imports consisted 
mainly of the raw materials so badly needed to 
bolster our dwindling resources. Other than raw 
materials, the rest of the world had little then to 
offer us. The war-devastated factories of Europe 
and Japan were being rebuilt. Both overseas indus- 
tries and consumers had to depend largely on U.S. 


merchandise or do without. In the once highly com- 
petitive Latin American market, and in Asia and 
Africa too, U.S. salesmen had a field day. Massive 
U.S. government aid programs provided the cash, 
and U.S. industry supplied the goods. U.S. export 
sales rose to a peak of nearly $20 billion, quadruple 
the prewar level. 

In those years U.S. companies generally offered, 
and found willing buyers for export goods that had 
been designed and priced for our domestic market. 
This huge home market was the primary considera- 
tion, and the foreign buyer could take it or leave it. 
The realization only slowly penetrated that in Nai- 
robi, Karachi, and Fiji they don’t want cars with 
big tail fins, 4-cycle washing machines, and stereo- 
phonic sound. Meanwhile Germany and Japan have 
made their industrial comeback, and world markets 
are gobbling up tinv Volkswagons and pocket radios 
that operate on flashlight batteries. 


Vulnerable Trade Position 


When the global recession of 1957/58 brought a 
contraction in world trade, U.S. exporters found 
themselves in a vulnerable spot. Rising production 
costs at home prevented them from matching the 
price-cutting of foreign suppliers. Although the U.S. 
leads the way in industrial technology, productivity 
gains are continually being offset by wage hikes 
and added fringe benefits. Thus our commercial ex- 
ports began to skid at the end of 1957; they dropped 
sharply in 1958; and lost a little more ground dur- 
ing the first half of 1959 (see accompanying table). 

Obviously we cannot continue indefinitely to sus- 
tain a deficit of one billion dollars every three 
months in our overseas transactions. The payments 
gap must quickly be narrowed, either through in- 
creased export earnings or a reduction of open- 
handed global spending and lending. 

Fortunately, the gravity of the situation is 
realized and strong efforts are being made to correct 
it. Some favorable factors are just beginning to 
make themselves felt! 








U.S. FOREIGN TRADE 


IN PASSENGER CARS 
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& President Eisenhower has shown himself to be 
illy aware of the problem in his determination to 
alance the budget this year and stabilize our money 
upply. 

&> At the International Monetary Fund and Bank 
ieetings in Washington last week, he pressed for 

larger European role in aid to underdeveloped 
reas. (One-third of this year’s gold loss was due 
o the boosted U.S. subscription to the International 

Monetary Fund.) 

®& The U.S. has also requested further easing of 
{uropean restrictions on dollar imports in view of 

rising monetary reserves there. 

> Export-Import Bank financing has recently 

been liberalized in a move to boost U.S. sales of 
capital goods abroad. 

Recovery from last year’s global recession is now 

n full swing and international trade generally is on 
the rise. A pickup in U.S. exports, which we fore- 
cast earlier this year (MWS, Jan. 31, 1959), got 
under way during the summer months. Preliminary 
figures issued by the Government indicate that third 
quarter commercial exports were at the annual rate 
of about $17.5 billion, vs. a $15.5 billion rate for 
the first half of 1959 and $16.2 billion last year. 


Special Avenues To A Pick Up In Exports 


Besides the affect of rising business activity 
abroad and easing of restrictions on dollar imports, 
U.S. export sales during the fourth quarter and be- 
yond will be boosted by several special factors: 

& Deliveries to foreign airlines are just now get- 
ting under way on an order backlog of about 100 
jet aircraft valued at $5 million apiece. 

& U.S. cotton exports are expected to rise sub- 
stantially under the stimulus of a new subsidy pro- 
gram which began in August. Only $413 million 
worth of cotton (2.8 million bales) was exported 
during the season ended June 30th, less than half 
the value of the previous crop year. Stocks in the 
hands of foreign manufacturers are now reduced, 
partly because they held off buying in anticipation 
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of U.S. price cuts. During the 1959/60 season the 
Government hopes to sell more than 5 million bales, 
the equivalent of about $600 million. 

& With foreign steel mills operating at peak 
capacity and U.S. mills temporarily shut down, ex- 
ports of iron and steel scrap have begun to pick up 
rapidly. Japan reportedly has contracted for sev- 
eral million tons and sales to Europe have also im- 
proved. 

At the end of September the Government released 
a detailed picture of our foreign trade during the 
first half of 1959. (Please turn to page 105) 





U.S. Foreign Trade | 


(Millions of Dollars) 





Jan.-June 


Jan.-June Jan.-June 
1957 1958 1959 
EXPORTS TO: (a) 
eee 2,094 1,709 1,889 
Latin America ..... 2,348 2,174 1,861 
BID cnnicipnissannesnsetenaninnnn 3,184 2,293 2,057 
ee ene 1,889 1,406 1,375 
SE ae 372 325 351 
EE Gi ciaiarieidinnin _ 124 ; 13 _ VW 
SI seithnsianaitcattnitatiiatis 10,011 8,020 7,652 
IMPORT FROM: (b) 
IIIT xensensennsess 1,407 1,271 1,407 | 
Latin America ................ 2,127 2,060 2,136 | 
ID sncccsnirrnioneninninnes 1,564 1,544 2,193 
EE See eee 918 971 1,229 
la tails 316 320 300 
RIED: ceticmnaimeemniinaiio _ 119 : - 106 : - 162 — 
ME iicactchicsbieshiebiemantciiictite 6,451 6,272 7427 
COMMODITY EXPORTS: (c) 
Raw materials ................ 3,503 2,185 1,976 
Finished mfrs. ................ 5,301 4,877 4,669 
I cicnietencetinbiaiiiasioants _ 1,356 — 1,163 | 1,207 
eae 10,161 8,225 7,852 
COMMODITY IMPORTS: (d) 
Raw materials ................ 3,038 2,665 3,160 
Finished mfrs. ................ 1,725 1,828 2,421 
IIIA. hitnncaditiinchtinaiiins __ 1,637 __ _1,744 1,733 
SUED seisssusiidaicbiceuniietinaiteiiens 6,400 6,237 — 7,314 








c—Excludes military items 
d—tImports for consumption 


a—Excludes special category items 
b—General imports 
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A SHARP LOOK AT 
PROPOSED RAILROAD MERGERS 


— Where they are sound — where they are merely spreading the poverty 


By Arthur Kranish 


> Government not facing issues in dealing with problems of strategically 


important Railroad Industry — beset by outdated regulations and 
practices 
> Disruptive effect of mergers on life of affected communities . . . where 


consolidations can raise more financial problems than they solve 
> Position of the Railroad Investor today 


Y EAR after year, once-proud names in American 
railroading are disappearing under the tide of 
mergers, acquisitions and consolidations. Vivid evi- 
dence of the duplication these roads represented is 
the remarkably minor impact this shrinkage has 
had upon the public’s conception of the railroads as 
unshakeable monarchs of the industrial scene. Only 
in recent years, with the limitation of passenger 
service, the “big name” merger rumors or proposals 
and the spate of red-ink financial reports has this 
image undergone any important change. 

It may be well for investors to recall that as the 
year 1921 began there were over 1000 line-haul op- 
erating companies in existence. By the time this 
nation entered World War Two this total had been 
reduced by almost 50 percent. Government statistics 
portray the steady attrition since that time. In 
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1950, the total came to 471; by 1955, 441; by 1956, 
422; by the end of 1957, 415. And so it has gone, 
a trend which shows no sign of diminishing into the 
1960’s. Today, of course, public interest centers on 
the plight of the so-called Class I or major roads. 
But, these too, show up in lesser numbers year by 
year, and current negotiations point to the certainty 
that additional curtailments of service and disloca- 
tions of investments lie ahead. 

Chairman Kenneth H. Tuggle of the Interstate 
Commerce Commission says frankly that “undoubt- 
edly there are a lot of duplicating railroad facilities 
in the country that should be consolidated.” But 
Tuggle goes on to explain that “we couldn’t compel 
them — they have to come in voluntarily.” If this 
is an invitation, the railroads are showing increas- 
ing willingness to respond. 
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The Pity Of It All 


Unfortunately, more 
than proud names dis- 
appear when mergers 
are approved. In many 
cases, perhaps, jobs 
disappear as well, 
much to the vocal dis- 
may of the rail unions. 
And along the right 
of way there may also 
be protests from the 
businessman or Cham- 
ber of Commerce 
threatened by the loss 
of freight service, or 
the passenger con- 
fronted by the sched- 
ules which are reduced 
or in some cases can- 
celled outright. 

There is also the of- 
ten-overlooked plight 
of the shareholder who 
sees no bright future 
in a particular merger 
scheme. Militant op- 
position by Lackawanna investors to merger of the 
road with the Erie is a case in point, a situation 
which seems certain to result in legal action which 
will ventilate many, but not all, the avenues of con- 
jecture and experience attending the joinder of com- 
plex systems. And so a corporate marriage can affect 
the securities market, essential services to inter- 
state commerce, labor relations and, to a degree 
rarely appreciated, national defense and transport 
facilities in time of emergency. 

What is the compelling motivation for merger 
of railroads, which for so long enjoyed separate 
prosperity? Avoidance of costly and uneconomic 
competition? Disappointing revenues at a time when 
taxes and operating costs are zooming into the mone- 
tary stratosphere? Railroad management says yes; 
these and other considerations. 


Who’s Featherbedding? 


But what say the railroad unions? Theirs is a 
complaint against management for continuing fail- 
ure to effectively merchandise the rail transport 
system. They bitterly denounce as “pure hokum 
without any factual foundation whatever” manage- 
tment charges that union “featherbedding” regula- 
tions cost the industry an unwarranted $500 million 
annually. In fact, they are now mounting a charge 
that the “real” featherbedding is in the executive 
payroll and in other “wasteful” expenditures for 
which they share no responsibility. 








. a 


Competitive forms of transportation continue to 
expand and threaten traditional railroad sources of 
revenue. Operating revenues of railroads were in 
the $9 billion range in 1945, and in the $10 billion 
range last year—despite the huge increase in popu- 
lation and productivity during this period. During 
the same time, oil pipeline revenues soared from the 
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$300 million range to more than $700 million; do- 
mestic scheduled air carriers from $215 million to 
$1.5 billion; motor trucks from $1.8 billion to $6.2 
billion; water lines from $173 million to $450 mil- 
lion. Only motor buses registered a relatively slight 
decline in this period, which is almost remarkable 
in view of the growth of private auto transportation. 

The railroad investor, driving comfortably along 
the thousands of miles of new highways which his 
taxes help to build, is not perhaps, in the best situ- 
ation to grumble about railroad earnings—although 
many roads would undoubtedly prefer to see the 
highways jammed with “unprofitable” former rail 
passengers. 





An Equal Chance For the Roads 


Can railroad management, nevertheless, compete 
successfully with other forms of transportation”? 
Yes, these executives say, if Congress can be won 
over and the public can be convinced that the his- 
toric image of the railroad monopolist can be erased. 
Neither task is simple. The main tenor of railroad 
management, as voiced by the Association of Ameri- 
can Railroads is that the public interest will best 
be served when railroads are given an opportunity 
to compete on equal terms with other available meth- 
ods of transportation; that Congress permits com- 
petitive handicaps with cumulatively adverse effects. 

One major phase of “public interest” is in the de- 
fense aspects of rail transportation. The need for a 
broad network of rail transportation was demon- 
strated in two World Wars. The Pentagon, of course, 
isn’t particularly interested in who operates the 
lines or whether there are many ownerships or few, 
In fact, there is some suspicion that the Government, 
through inaction, is encouraging mergers and con- 
solidations. 

Few merger proposals or plans for purchase, 
joint use of facilities, acquisitions of control or ac- 
quisitions of trackage rights run into serious diffi- 
culty with the regulatory officials of the ICC. In fact, 
in the last Fiscal Year there were 40 such applica- 
tions granted. Only a handful of such plans ran 
into difficulty. ICC officials state that they recognize 
the fact that unifications, in many cases, offer great 
opportunities for substantial operating economies, 
with a resulting improvement in earnings. It may 
be said as a broad generalization that the U. S. Gov- 
ernment favors consolidation where economically 
and operationally prudent. 


Regulations Of One Kind or Another 


The Transportation Act of 1920 gave the ICC 
a mandate to work out an overall consolidation pro- 
gram. The regulatory agency went through motions 
but developed nothing tangible. With the advent of 
the New Deal, President Roosevelt proposed new ap- 
proaches. The Transportation Act of 1933 repealed 
the earlier statute and set up the office of Coordinator 
of Transportation. Joseph B. Eastman headed the 
Bureau. Mr. Eastman took seriously the task assign- 
ed to him. In little more than two years he com- 
pleted a tentative plan which was given circulation 
for the purpose of attracting comment. It succeeded 
in that particular, beyond Mr. Eastman’s expecta- 
tions! Railroad management and organized labor 
pounced on the propositions, keeping up a steady fire 





of protest and attack until the 1936 session of Con- 
gress, responsive to the hue and cry, repealed the 
section of law upon which the Office of Coordinator 
rested. 


The Pentagon and the Railroads 


Early in the current Congress, a House subcom- 
mittee studying transportation explored the defense 
aspects of railroads. Witnesses from the Pentagon 
brought charts and documents to establish that 
about 95 percent of the World War II freight move- 
ment was by rail and defense needs for railroad 
passenger travel approached that figure. They left 
no doubt as to the essentiality of the service. But 
when they were pressed for reasons why they did 
nothing to preserve the systems, specifically why 
they failed to route traffic to rails, they pleaded the 
restrictions of the budget and the requirement that 
they use the most economical methods available. In 
other words the Pentagon wants to have the roads 
remain in vital readiness, but will do nothing to as- 
sure it. 


What Kind of Mergers are They From the Investor’s 
Standpoint? 


Two of the most important mergers of recent 
years are in process now. Stockholders of the Dela- 
ware, Lackawanna and Western, and the Erie Railroad, 
have ratified amalgamation. The proposition is head- 
ed for the courts on motion of Lackawanna holders. 
This despite a topheavy vote of approval by stock- 
holders of both lines for creation of a system cover- 
ing 3119 miles and extending from North Jersey 
points through New York State and into Ohio. In 
addition to protests by communities whose service 
would be altered or depreciated, there is com- 
plaint by the protesting stockholders that the dis- 
tribution of the proposed $737 million system would 
be inequitable. Erie stockholders would receive 114 
shares in the new company for each share now held, 
while Lackawanna stockholders would get one for 
one. The company presidents say $13 million would 
be saved in operations annually. Complicating the 
talks is the steel strike which has contributed to an 
Erie operating loss of $3.6 million, and a Lackwanna 
loss of $2 million in the first eight months of this 
year. Traffic and revenues of both Erie and Lacka- 
wanna are extremely dependent on various cyclical 
industries, so that both stocks are highly speculative 
and so will be the proposed merged road. 

Second only to the Erie-Lackawanna deal is the 
proposal of Norfolk and Western to absorb the Virgin- 
ian. Norfolk runs from the Hampton Roads area 
through Virginia, Maryland and into Ohio. It is a 
large carrier of Great Lakes-bound coal. Mining 
centers and communities generally rely upon it for 
service. The Virginian is a relatively short line 
which carries coal from mining centers to the coast 
(“tidewater coal’), but has been diversifying. Much 
of the Virginian parallels what is a relatively small 
part of the Norfolk and Western. Stockholders have 
approved at public hearings and the motion is be- 
fore the ICC for action, but many communities have 
intervened as opposers. The burden of their com- 
plaint is that they will lose the prestige of full rail- 
road service as well as its economic values. 

The Norfolk and Western situation introduced 
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a novel labor twist. The Transportation Act of 1940 
requires that, in the event of merger, assurance 
must be given employees of both lines that they will 
not suffer economic loss for four years following 
the joinder. This is a form of unemployment com- 
pensation which also takes into consideration re- 
duced status and pay, if any. But in the late 30’s, 
railroad executives met here and adopted what is 
known as “The Washington Agreement,” a much 
more liberal treatment of displaced workers. The 
N & W sidestepped labor opposition before the ICC 
by going beyond the 1940 Act and applying the 
provisions of “The Washington Agreement.” This 
has set the deal up for probable ICC approval. 

One of the more recent mergers took place when 
the Louisville & Nashville absorbed the Nashville, Chat- 
tanooga & St. Lovis. The latter line was for most 
practical purposes a subsidiary or “member of the 
family.” These were competing lines to an extent. 
The City of Chattanooga interposed objections which 
did not count heavily in the decision, since other con- 
siderations were found outweighing. 

Litigation following announcement of a merger 
plan by which the Frisco would take over the Central 
of Georgia, has ended. Frisco set out to acquire con- 
trol by stock purchase. ICC criticized this route of 
indirection. Frisco has moved that ICC accept ap- 
pointment of a trustee to handle its holdings in 
Central of Georgia which, over the years, have be- 
come extensive. 

For several years there has been talk of merger 
of the Great Northern, Northern Pacific and Burlington. 
As of now, the deal appears to be getting nowhere. 

And also in the picture are several regional re- 
organizations, likewise in the talk stage. One of the 
most active, conversationally again, is a New Eng- 
land regional system. 

While mergers, real or imagined, continue to hold 
the spotlight there is another, and almost as sig- 
nificant, type of consolidation taking place. This is 
the trend toward discontinuances of trains or station 
stops. Many critics assert that these actions are 
simply the railroad’s “back-door” approach to the 
complete cancellation or discouragement of generally 
unprofitable passenger routes and services. The rail- 
roads themselves have many arguments to offer in 
favor of discontinuances — chiefly that eliminating 
certain red-ink runs actually helps prevent the col- 
lapse of much larger operations. 

For years, the railroads have had to contend with 
what the sports enthusiast has come to term “home- 
town officials’ — situations where local pride may 
tend to tip the balance. This has long been the case 
when railroad management had to go before state 
regulatory agencies for permission to cut service. 
Congress recognized this situation in the Transpor- 
tation Act of 1958 by giving the ICC additional 
authority in this field. By the end of the last report- 
ing year, the railroads came to the Commission with 
31 notices proposing to discontinue some 75 inter- 
state trains, some 40 intrastate trains, plus the 
highly controversial appeal for termination of cer- 
tain Ferry service across the Hudson River. 

What position did the Government take in these 
proceedings? In one case, the Southern Pacific want- 
ed to eliminate certain (Please turn to page 102) 
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HE demand of consumers for credit and still 

more credit is one of the prevalent and persis- 
tent forces in our present economy. It has been so 
for many years, now. The practice of buying “on 
time” first gained widespread acceptance in the 
[wenties. Once begun, it took hold rapidly so that 
it became a matter of considerable concern when 
in 1929 instalment debt first topped $3 billion. There 
was a decline of more than 50% in such credit, of 
course, during The Great Depression, but by 1937 
the total had surged back to more than $4 billion. 
Roger Babson, an economic prophet of that day, 
wrote a piece on “The Folly of Installment Buying,” 
expressing the fear that “the installment industry 
may lead to America’s downfall.” 

This type of credit was restricted during World 
War II, but since then has had its greatest period 
of expansion, recently reaching a new high of more 
than $36 billion! Over the last forty years outstand- 
ing installment credit has increased about 10% a 
year on the average, far more rapidly than any 
other form of credit, and more rapidly than the 
economy itself. The present total amounts to more 
1959 
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CONTRASTS 
IN OUTLOOK FOR THE TOP FOURTEEN MAJOR 


FINANCE COMPANIES 


By Richard Colston 































than 11% of estimated disposable income, compared 
with less than 6% in 1937 and less than 4% in 1929. 

The trend of total consumer credit has been simi- 
lar, although the gains have not been so spectacular. 
The figure reached $6.4 billion in 1929, $6.7 billion 
in 1937, and currently stands above $47 billion. Yet 
present-day authorities seem to find nothing alarm- 
ing in the total. The Federal Reserve Board, in its 
special study of consumer financing published in 
1957, took the view that regulation of consumer 
credit is not necessary. There have been no subse- 
quent organized or official moves in the direction 
of restraining the expansion of consumer credit. 

Investors are concerned with this enormous 
growth of consumer credit, not so much because of 
its economic implications as because of its effect 
on the earnings, the dividends, and the prices of 
stocks of the companies engaged in providing in- 
stallment credit, small loans, and other types of 
credit. 

The Three Financing Groups 

into three main 


Such companies fall groups: 
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& Those engaged in extending mostly installment 
credit for the purchase of cars, appliances and the 
like; ® those which furnish primarily small loans, 
usually unsecured and on personal credit only; and 
® factors, who provide business credit by purchas- 
ing receivables, advancing on receivables, inven- 
tories and equipment, discounting notes, and in 
similar manners. 

There is no clear demarcation between the three 
groups, some companies in each group extending 
credit of the type of other groups, and there is a 
fairly continual shifting going on. Diversification is 
being practiced by the finance companies as well as 
by industrial concerns. So far as this review is con- 
cerned, however, companies have been classified by 
their principal field of interest. 

As the market has expanded the number and size 
of such concerns has increased enormously. And 
they have been joined by virtually all the commer- 
cial banks in the country. Before 1930 few banks 
made installment loans, and practicaly none had 
personal loan departments. But the intervening 
years have taught the banks that installment and 
consumer credit can be a profitable employment of 
funds. 


Profitable New Diversification 


In spite of steadily increasing competition from 
banks and newly organized local finance companies, 
the established finance concerns have continued to 
prosper. Although the proportion of installment 
paper held by finance companies slid from 68% of 
the total in 1939 to about 55% at the present time, 
boom conditions in 1955, 1956, and 1957 brought 
record per share earnings for most of the fourteen 
publicly owned companies reviewed in this article. 
Even in the recession year, 1958, eight of the four- 
teen increased their per share earnings, six of them 
to new highs. 

To achieve such a record in the face of increasing 
competition the leading loan and finance companies 
have done more than actively solicit business. They 
have made their services available to more cus- 
tomers by the establishment of additional offices. 
They have introduced new services, such as car 
renting, financing of industrial equipment through 
leases, credit cards, check service, and the like. A 
considerable proportion of them have acquired or 
organized their own subsidiaries for the insuring 
of property financed or the lives of debtors. A few 
have acquired manufacturing subsidiaries. 

More important, the finance and loan companies 
have faced and are dealing with some new problems 
that have come up in recent years. Earnings of their 
casualty and property insurance subsidiaries have 
been reduced by rising loss ratios, but this situation 
is being corrected by the increases in premium rates 
approved by the insurance departments of a num- 
ber of states. 


Higher Costs and Interest Rates 


The cost of their raw material, money, has been 
increased by rising interest rates. Since interest is 
estimated to account for about a third of the total 
expenses of finance and small loan companies, this 
increase in the cost of money has tended to impinge 
on profits. The companies have some leeway, of 
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course, in adjusting their charges to compensate | 


for the higher cost of money. Such advances, how- 
ever, are restrained by competition, which is keen, 
and also by legislation relating to the rates which 
may be charged. Such legislation is particularly 
hampering to the small loan companies, which is 
probably one of the reasons why the earnings of 
three of the five small loan companies covered ia 
this review dipped in 1958. 

For the present, finance and small loan companies, 
taken as a group, have been able to offset with ir - 
creased business and the spreading of other costs 
over such business, the effect of rising interest 
rates. The prospect is that nine of the fourteen com- 
panies covered will report profit gains this yea, 
eight of them to new highs per share. The prospec: 
is that 1960 also will be a good year for the finance 
companies, based on forecasts of automobile sale; 
at least as large as this year, and the expectation 
that business in general will continue active. 

The market action of the finance stocks in mos: 
of the postwar years has paralleled that of the com- 
posite index of industrial, rail, and utility stocks. 
The small loan stocks have usually done a little bet- 
ter than the composite. In the early months of 1958 
both small loan and finance stocks were in demanc 
because of their defensive qualities, and made : 
much better showing than the composite index. A: 
business recovery progressed, however, the com 
posite index advanced while loan and finance stock 
indexes made little progress. 

As a result, finance and small loan companies at 
the present time are selling at yields that are gen. 
erally above the average for common stocks. 

In the paragraphs which follow, brief comments 
are offered on the position and outlook for the lead- 
ing publicly owned companies in this field: 


American Investment Co. of Illinois, now the fourth 
largest company operating principally in the small 
loan field, has had a fine expansion of volume since 
the end of the War, but its earnings performance 
per share is the least impressive of the small loan 
companies covered in this review. The current trend 
of earnings seems to be downward, but not enough 
to endanger the dividend. Principal attraction of 
the stock at the present time is its yield. 


Associates Investment Company, third largest inde- 
pendent installment finance company, suffered an 
earnings decline last year after twelve consecutive 
advances. The company received only $550,000 in 
dividends from its life insurance subsidiary, com- 
pared with $3 million in 1957. The life company is 
threatened with a possible assessment of more than 
$6 million for back taxes; also with new tax legisla- 
tion which might reduce 1959 and future life in- 
surance earnings. First half results of Associates 
Investment suggest a drop in profits again this 
year, which practically eliminates the hope of an 
early dividend increase. 


Beneficial Finance Company, the second largest com- 
pany in the small loan field, enjoyed record earn- 
ings last year and seems to be on the way to another 
new high in 1959. After confining itself to small 
loans for many years, the company is branching out 
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| Statistical Data on Finance Companies 
1957 1958 Ist 6 Months 1959 
Earnings Div. Earnings Div. Earnings Per Indic. 
Per Per Per Per Share Div. Price Range Recent Div. 
Share Share Share Share 1958 1959 Per 1958-1959 Price Yield 
Share * 
American Investment Co. (lll.) ............ $1.40 $1.00 $1.20 $1.00 $ .62 $ .60 $1.00 21'2- 16 18 5.5% 
Associates Investment Co. ............... 6.11 2.60 5.51 2.60 N.A. 2.57 2.60 96 - 63 64 4.0 
Beneficial Fimance Co. ...........cccceeeeeees 1.91 1.004 2.07 1.00 1.00 1.08 1.00 28\s- 18% 24 4.1 
©. BF, Cemented Geee... cccccessinrensccsesssies 4.27 2.40 4.31 2.40 2.13 2.25 2.60 6478- 44 55 4.7 
Commercial Credit Co. ............ccseeeesene 5.33 2.80 5.29 2.80 2.64 2.47 2.80 6734- 46% 59 4.7 
Family Finance Corps ........-scccocscscseseees 2.391 1.5212 2.221 1.60 N.A. 2.57 1.60 35 - 24% 30 5.3 
General Accentance Corp. ............... 1.48 1.00 1.13 1.00 1.24 1.52 1.00 19\e- 1414 18 5.5 
General Contract Finance Corn. ........ 53 — 56 — N.A, .33 -40 9%- 714 8 5.0 
General Finance Corn. ............0..00c0000 2.31 .90 2.48 1.00 1.11 1.30 1.20 40 - 19% 35 3.4 
Heller (Walter E.) & Co. ........ccccceceeeees 2.24 1.75 2.39 1.20 1.12 1.28 1.20 3434- 17% 34 3.5 
Household Finance Corn. ..............00+ 2.88 1.204 2.53 1.20 1.40 1.16 1.20 39'2- 27%2 30 4.0 
Pacific Finance Corn. (Callif.) .............. 4.84 2.30 5.21 2.40 2.36 2.64 2.40 6 7\4- 40 59 40 
Seaboard Fimance Co. ........ssssssesesee 1.41° 1.00 1.472 1.004 1.125 1.10% 1.004 29%2- 17'2 22 4.5 
I I, III ceccscencntinnccecsoeniences 2.38 1.20 2.64 1.234 1.16 1.49 1.32 4434- 167% 42 3.1 
| *—Based on latest dividend rate. 1__Years ended June 30. 9 months ended June 30. 
} N.A.—Not available. *—Years ended Sept. 30. *_Plus stock. 
—-—-—- —_—— eS 


nto other types of credit such as “travel now—pay 
ater” plans, and has formed a subsidiary to finance 
xpensive business machines like computers and 
lata processors through a leasing plan. An increase 
in the dividend, paid since 1955 at the present rate, 
is a possibility. Past earnings record is one of the 
best in the small loan field. Beneficial Corporation, 
an investment company, has a 30% interest in the 
stock. 


CIT Financial Corporation is not only the outstand- 
ing independent in the financing of automobiles, but 
is also the largest company doing factoring and the 
largest industrial financing enterprise. In normal 
vears a substantial amount of income comes from 
insurance subsidiaries. Management professes to 
be unalarmed by Ford’s recent decision to enter the 
field of new car financing, but CIT Financial is di- 
versifying into credit life insurance, automobile and 
truck fleet leasing, and expanded financing of equip- 
ment. The company has also recently taken steps to- 
ward doing accounts receivable financing through 
a subsidiary; also toward providing facilities for 
financing the purchase of boats and other marine 
equipment. Earnings have trended upward since 
1951 and seem likely to reach a new peak this year, 
largely as a result of the sharp increase in auto- 
mobile financing. The new quarterly dividend rate 
of 65¢ a share, which went into effect in the third 
quarter, provides a good yield on a stock of such 
high quality. 

The profits of Commercial Credit Company, second 
largest independent installment finance comvany, 
after remaining virtually stationery for almost 
four years, are registering a good advance in 
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1959. The principal reason is, of course, the ac- 
tivity in new car sales, which calls for financing. 
The company is preparing for future earnings gains 
by its recent purchase of the car and truck rental 
business formerly operated by Greyhound; its entry 
into the financing of boats and industrial equipment, 
and its consideration of the making of home im- 
provement loans. Commercial Credit already has 
insurance subsidiaries and ten manufacturing sub- 
sidiaries. The $2.80 a share annual dividend is safe 
and provides a good return, but there is little to indi- 
cate an early increase. 


Family Finance Corporation, fifth in size in the small 
loan field, which added almost fifty new offices in 
fiscal 1957 and fiscal 1958, brought these units to 
profitable operation in fiscal 1959, with a modest 
gain in net income. The acquisition of Fulton Indus- 
trial Securities of Atlanta a year ago should help in 
producing another increase in net in the current 
twelve months. The advance, however, seems hardly 
likely to be large enough to warrant a dividend in- 
crease. Family Finance already provides one of the 
better yields in the small loan group, possibly in re- 
flection of an uninspiring long-term earnings record. 


General Acceptance Corporation, whose business in- 
cludes both installment financing and small loans, 
was the only company reviewed in this article which 
earned less in 1958 than in 1950. Heavy reposses- 
sion losses were blamed for the poor showing, from 
which the company is now recovering rapidly. Gen- 
eral Acceptance’s business area is currently being 
extended from the Eastern states into the South and 
West. The acquisition (Please turn to page 100) 
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A HEART-TO-HEART TALK ON 
SHORT-TERM INVESTMENT HAVENS 


By Walter H. Wright 


> A most informative story that offers valuable advice 

> Tells you about the various avenues available 

> How to use them to best advantage for the 
short-term — for the longer term — and 


from the tax angles. 


OK sO you were smart enough to get out of 
y the stock market. Now what are you go- 
ing to do with your cash. There are lots of things 
you could do. Some would be bright, and others 
would be downright foolish. 

For our purpose we will assume that all of this 
money will eventually go back into the stock mar- 
ket. As such, all of the investment advice to follow 
will be a middle of the road position between a lot 
of risk and too little return on your dollar. 


What To Worry About 


The number one thing you must determine will 
be the length of time you expect to be out of the 
stock market. As we all know that is a tough ques- 
tion to answer. However, you should know what the 
reasons were that chased you out of the market 
in the first place. If so you will know what factors 
will have to change to bring you back in again. 

The number two thing to worry about is your 
tax bracket. This you will have to know before you 
san intelligently attack the short term investment 
problem. 
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Once these two problems’ have been figured out 
you can begin to plan what to do with your cash. 


Logical Havens 


To try and list all of the ways that money can 
be profitably employed would fill a very large vol- 
ume and probably require a year’s study at the Har- 
vard Business School to understand. 

To the sensible, conservative man, who has the 
everyday problem of making a living to occupy his 
time, the following investments will make the most 
sense: 

Savings bank. 

United States Treasury bills and notes. 

Federal Agency securities. 

Short and medium term tax exempt securities. 

To the novice in the bond markets perhaps we 
ought to explain what each of these are before we 
try and pass on any advice as to who should buy 
them or a combination of them. 

Savings banks, as we all know, pay interest on 
your deposit. Not all savings banks pay the same 
rate, but you should expect to earn at least 314% 
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if not 314%. Some of them compound your interest 
on a quarterly basis, some don’t. However, they all 
have one thing in common. None of them will pay 
you interest if you withdraw your money between 
quarters. The great advantage with this is that 
you have not created any market risk at all and your 
money is always available. 

United States Treasury bills are the shortest obli- 
gations offered by the Government. They are sold 
at auction every Monday with a ninety day maturity. 
They are also sold in the open market and can be 
bought through your local bank, or any government 
dealer. Bills are generally treated almost as cash as 
they can be bought or sold at a moment’s notice. 
Longer securties are usually notes or bonds that 
are maturing or are nearing their maturity date. 
These are offered in coupon form and are currently 
selling at considerable discounts. We won’t labor 
you at this time with the problems the Treasury has 

selling its bonds. Suffice it to say there are some 
\ery good yields available at present. 

The securities of the Federal Agencies such as 
tie Fed. Intermediate Credit notes or the Fed. Land 
Lank debentures are not direct 
ovligations of the Federal Gov- 
ernment. They are obligations of 
tue various agencies involved and \ 
ace repaid from the earnings of 
tnese agencies. Each of the 

.gencies are authorized to offer 
1eir own securities and to pick 
tne date of maturity that most 
early meets their needs. You 
have therefore a wide range of 
maturities to pick from. 

The tax exempt securities are 

hose obligations of the local 
tates, communities, subdivisions 


would on the lower net yield 
of a tax exempt. 

These four types of invest- 
ment medias are the safest and 
easiest to follow from a mar- 
ket standpoint, and will save 
the investor many hours of 
worry from the standpoint of 
security. 

Which Way To Jump 

To decide which way to jump 
let’s suppose for a while. Let’s 
suppose you expect to be back 
in the market within the next 
thirty days. If that is the case put your money in 
the bank and forget about it until you want it. There 
would be little sense in exposing yourself to market 
risks for the little return you could expect to earn. 
If however, you expect the stock market to be wob- 
bly for the next six months to a year then you can 
swing into high gear. 

Let’s say that you expect to buy again, within the 
next six months. You would then have two choices. 

Put your cash in the savings bank, 
where for all practical purposes 
it is instantly available. The only 
problem here is that if you should 
want to take it out between quar- 
ters you would lose all the inter- 





4 j est earned back to the last quar- 


ter. This can be a nuisance and 
could possibly cause you to leave 
your cash to the next quarter 
even though your better judge- 
ment says to buy now. 

Your second choice would be to 
invest in Treasury bills. Most of 
these mature within ninety days 
or can be sold in between, at any 





uch as school districts, or the 
iuthorities created by the state 
or a particular purpose. Some 
of these are repaid from unlimited 


time you want your cash, with no 
loss of interest. Bills currently 
yield a little better than 4%. The 





ad valorem taxes, some from 
imited or specific taxes and 
‘thers are repaid from the various revenues of a 
particular authority. The tax exempts used to be a 
‘elatively small field, but within the past few years 
there have been many billions of bonds issued for 
almost as many different purposes. To give you an 
example, think of the tremendous turnpikes that 
1ave been built with tax exempt money. 

The Tax Exempts are free from all federal taxes 
and in many cases are free from State and local 
taxes as well. As you can see 
the value of these will vary all 
over the lot and will require 
the advice of an expert in the 
field to guide you. 

Many people seem to think 
that there is something mys- 
terious about municipal bonds. 
That just isn’t so. All you need 
to know is your income tax 
bracket. Once that has been 
determined you can tell at a 
glance whether you will keep 
more income after taxes on a 
fully taxable yield than you 
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Ii only disadvantage is a possible 
small decline if the market should 
fall off further. However, with a ninety day matur- 
ity, all you would have to do was wait until they 
matured and you would get all of your money plus 
the interest. 

Let’s suppose some more. Let’s say you're like 
most of us and honestly haven’t the foggiest notion 
when the market will be ready for the next wild 
and wooly upswing. If this is your thinking then it 
would pay you to put part of your money into a 
little longer security. Not all of it, of course, but at 
least some of it. 

You could then buy a few Treasury bills to have 
money available on short notice. Take another part 
of it and pick the best yielding of the Federal 
Agency offerings due from six to nine months. 

These Agency offerings will yield you about 5% 
at present. Many of them can be bought at discount 
prices for a future capital gain as well as a good 
current income. The only problem with these notes 
is the wide spread between the bid and asked prices. 
Best plan to hold them until they mature. 

For your securities maturing from nine months 
to a year you should stick to Treasury bonds. They 
can be bought at a (Please turn to page 101) 
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By Malcolm C. McVey 


> Where progress invites competition from other com- 
panies seeking new diversification 

> Appraising the position and earnings-dividend out- 
look for all major companies 


NE of the significant lessons learned in the 
O protracted steel industry wage negotiations, as 
well as in other labor contract discussions, is the 
revealing fact that managements are confronted 
with a difficult task in endeavoring to regain con- 
cessions granted in recent years on “featherbed- 
ding” or local working rules governing special jobs. 
This development tends to perpetuate high labor 
costs, for union leaders’ unyielding position virtual- 
ly precludes “setting the clock back” so far as many 
manufacturing practices are concerned. 

Mounting pressure of labor costs is compelling 
managements to search for economies in heretofore 
neglected areas in the unending effort to hold down 
selling prices of manufactured goods to reasonable 
levels. One of the major sources of economies has 
been in mechanization not only of manufacturing 
operations, but also in handling materials and finish- 
ed goods efficiently. Nothing contributes so much to 
overhead as wasteful practices in transporting sup- 


plies to and from the center of production. So im- 
portant has become the need for reducing manual 
activity to a minimum, that a great variety of ma- 
terials handling equipment has been engineered and 
placed on the market in the last decade. 

At a trade show conducted last summer in con- 
junction with the National Materials Handling Ex- 
position in Cleveland, some 237 companies put on 
display new products and services for 25,000 indus- 
trial representatives from all over the world. An ex- 
hibition of such magnitude testifies to the extent 
to which this phase of machinery-making has de- 
veloped, as well as to the widespread interest 
aroused among purchasing agents and industrial 
managers. Progress in developing efficient equip- 
ment for moving large containers and heavy pallets 
loaded with all types of finished products or raw 
materials has had a profound influence on construc- 
tion of manufacturing plants, as well as warehouses 
where supplies are temporarily stored. 
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: 
Principal Materials Handling Companies 
—— —1958 ——_— _ —____-—_____Ist 6 Months -  — —— —- 
) Net Net ———-1958—_—_—_____—_—_—_1959__—_—__ Indicated 
Sales Per Net Net Net Net Div. Recent Price Range Div. 
(Mil.) Share Sales Per Sales Per Rate Price 1958-59 Yield 
(Mil.) Share (Mil.) Share 1959* 
American Chain & Cable ................. $102.0 $3.59 $51.0 $1.65 $58.0 $2.45 $2.50 53 613%4- 39'2 4.7% 
OE Se 56.8! 3.49! 42.22 2.387 50.92 3.292 2.15 71 79 - 31% 3.0 
‘lark Equipment ....... 142.6 2.70 64.6 11 103.1 2.83 2.00 78 89'2- 354 2.5 
Harnischfeger Corp. . 68.91 06! 39.63 1.098 38.23 1.043 1.60 28 34 - 25% 5.6 
dewldeateins BRC. ..0000ccsccosesecccceseeeese 49.0 2.15 23.8 1.05 23.8 58 2.00 35 42\4- 26% 5.7 
Joy Manufacturing ..............cesseeee 89.5 2.33 66.6% 1.474 70.24 2.064 2.00 47 59%4- 38 42 
0 REESE Sees 141.7 3.52 72.0 1.46 78.0 1.80 2.40 63 73 - 46% 3.8 
Manning, Maxwell & Moore ............ 45.7 2.11 24.3 1.11 22.5 85 1.40 27 33 - 21 5.1 
Massey-Ferguson, Ltd. ....... le 1.251 334.02 68° 376.02 1.387 40 14 17%- 6 2.8 
Ee 1.62 58.6 .03 65.5 76 1.50 32 39'2- 23% 46 
9 Companies With Important Stake In Materials Handling 
I i cccecticaiaii 531.9 2.34 269.5 1.02 221.2 .57 1.00 36 38%4- 22's 2.7 
American Metal Products ................. 46.4 1.21 24.1 81 31.3 94 1.60 27 32%4- 20's 5.9 
RIOR cccsescstctnvecocescseceescosensennen 533.0 2.34 266.7 1.06 327.8 2.04 2.00 43 47%- 25% 46 
Food Machinery & Chem. ..... 323.1 2.39 156.7 1.20 184.0 1.64 1.20 50 55%- 23% 2.4 
Se 697.3 3.95 333.9 1.60 383.3 2.18 2.20 83 103%4- 53% 2.6 
Goodyear Tire & R. 00... 1,367.5 6.08 648.0 2.57 812.7 3.75 2.40 127 154 - 69 1.8 
Ingersoll Rand ..............000000 170.5 4.36 93.1 2.31 78.6 1.90 4.00 82 109 - 65 4.8 
International Harvester .................... 1098.3! 2.69! 784.12 1.812 1,027.22 4.122 2.00 50 57%- 27 4.0 
ee IS secteternenttienscriniannivaii 267.3° 4.85° 252.26 3.446 275.07 5.007 2.00 55 64 - 25% 3.6 
j *—Based on latest 1959 rate. 1__Year ended Oct. 31. 5_Year ended July 31, 1957. 
2—9 months ended July 31. 6—_Year ended July 31, 1958. 
3—~6 months ended April 30. 7—£stimated for fiscal year ended 7/31/1959. 
49 months ended June 30. 5—Plus stock, 
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equipment to help reduce costs of handling, storing 
and moving materials more rapidly and in less 
space. The fact that some 100,000 fork lift trucks 
had been marketed prior to 1954, for example, sug- 
gests the potential demand for new and more effi- 
cient equipment. Improved devices which can offer 
substantial economies over the older models are 
certain to enjoy a ready market as managements 
strive to obtain the maximum benefits from mechani- 
zation. 


Instead of multi-story loft buildings in downtown 
locations, convenient to centers of population, mod- 
ern factories now are being constructed in suburban 
areas where long one-story buildings may be plan- 
ned to expedite the flow of raw materials through 
fabrication processes to finished products at the end 
of assembly lines. Manufacturing facilities arranged 
in this manner lend themselves to rapid movement 
of production with the aid of conveyor belts, elec- 
tronic processing equipment and other devices de- 
signed to accelerate operations. The trend toward 
dependence on materials handling has contributed 
to growth in this comparatively new machinery 
field, since the replacement market now is beginning 
to reach substantial proportions. 

Until about the time of the Korean upsurge in 
defense expenditures, manufacturers of special 
handling equipment depended almost entirely on or- 
ders arising from construction of new plants. This 


Again the Factor of Foreign Competition 


Another factor spurring industry into adoption 
of materials handling techniques is the threat of 
rising competition from European and Japanese 
manufacturers. American companies are confronted 
with the necessity of combating lower foreign labor 
rates through utilization of modern methods afford- 
ing opportunities of increasing productivity per 





pattern has changed in the last few years. Older 
nstallations have been revamped and the replace- 
ment market has expanded to provide business in 
‘onsiderable volume even in periods when new 
nlants are not being built on an important scale. 
Thus in the first half of this year, while commercial 
construction was depressed, orders for materials 
handling machinery compared favorably with the 
excellent figures of past years. 

Industry spokesmen contend that industrial de- 
mand for labor-saving equipment will continue to 
exceed the average rate of economic progress in re- 
flecting the assured exnansion of the renlacement 
market. In virtually all types of manufacturing, 
warehousing and transportation activities more and 
more dependence is being placed on mechanized 
1959 
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man hour in domestic plants by eliminating every 
unnecessary cost factor in manufacturing opera- 
tions—in other words, to supplant manual handling 
activity with mechanization. American inventive 
genius and research are being called upon to pro- 
vide the answer to the challenge from abroad. 
Since demand for machinery of the type under 
discussion here, as well as most other manufacturing 
equipment, is closely correlated with variations in 
industrial production and in capital expenditures on 
new plants as well as expansion plans, it is reassur- 
ing to note that government surveys indicate that 
industrial production is expected to rebound sharp- 
ly from the summer setback (accentuated by the 
steel strike) and that capital spending programs 
are being enlarged. Econ- (Please turn to page 104) 











Special 

As with “man bites dog, 
special interest attaches to the 
few stocks which rose to new 
highs under the worst recent mar- 
ket conditions. The hottest of 
them is American Motors. Few 
enthused about it around 5 in 
1957 or around 8 early in 1958. 
At this writing it is active and 
strong around 61. Not so long ago 
few were willing to bet that the 
company would continue to thrive 
on sales of its popular compact 
Rambler cars after the “Big 
Three” introduced their models 
in this field. Now the market con- 
sensus is that the company should 
“do all right” against powerful 
new competition. The fact is that 
only time will tell. The stock is 
not high on estimated earnings 
of $10.50-$11.50 a share for the 
fiscal year ended September 30. 
As to what results might be in 
the 1960 fiscal year, your guess is 
as good as ours. 


Another 


Reeves Brothers is a textile 
maker. The rise in the stock to 
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a new high around 40 is based 
partly on improvement in prof- 
its from a poor level, but much 
more on possibilities in plastic 
fabrics, extruded materials and 
rubber products. There is specu- 
lative allure in “possibilities” 
which cannot be translated into 
estimated probabilities. Peak 
earnings were $5.64 a share in 
1948. They were down to 11 cents 
a share in the year ended June 
30, 1958; and are estimated to 
have been around 75 cents in the 
year ended last June 30. Possibly 
that could be doubled in the cur- 
rent year. If it were quadrupled, 






INCREASES SHOWN IN RECENT EARNINGS REPORTS 








which is most unlikely, the stock 
would still look high for a textile 
issue. The dividend rate is $0.50, 
recently raised from $0.25. 


Others 


Gillette (razor blades, Toni 
cosmetics and Paper Mate Pens) 
has been showing strength. Prof- 
it will improve moderately this 
year, but probably remain under 
1956’s peak $3.40 a share. Divi- 
dends ($2.00 regular) are at a 
$2.25 total. Finances are strong 
Behavior of the stock, currently 
at 55, might possibly be surmised 
to mean “something in the 
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ea ee 6 mos. July 31 $1.13 $ 53 
Anderson, Clayton & Co. .o....ccccccccccesesseseseeseeee Year July 31 3.77 2.49 
Chickasha Cotton Oil Co. ......cccccccccccsesessseeees Year June 30 1.28 .22 
Pittsburgh Metallurgical ..............ccccccccseseeseseees Year June 30 2.00 1.43 
RINT siscsiniciacsiiesisccnstnabistebaishwnsancdliaates Quar. July 31 28 18 
Sears, Reatudl: B Ca. cecceseccccccccccsessccccecoeeseees . 6 mos. July 31 1.02 82 
Caletess Carp. ccccccccscoscssccces . 9 mos. July 31 2.63 1.27 
RTI: NUIT, ssiiccutnahensinnasiaisshainisinsiiocamesiiniecamnciioie Quar. July 31 52 37 
fe EEE Rae On Cee eR Quar, July 31 1.48 1.21 
Norfolk & Western Rwy, ......cccccccecccscsscccseseeeee 7 mos. July 31 4.77 2.99 
ee 
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wind” — maybe some significant 
acquisition to provide further di- 
versification for what originally 
was a maker only of safety ra- 
zors and blades. On the chance of 
developments, we suggest stay- 
ing with holdings . With its 
stock recently at a new all-time 
high of 3434, Heller (Walter E.) 
& Co. is a comparatively small 
but successful finance company. 
Profit reached a record $2.39 a 
share in 1958, and might be some 
10%-12% higher this year. The 
dividend was recently raised from 
a $1.20 to a $1.40 rate. The stock 
is a sound issue for those interest- 
e| in moderate potentials 
\\ith only 385,000 shares out- 
standing, the run-up in U. S. 
Piaving Card to 11434, best since 
1929 top of 140,, was touched 
of by news of a proposed 4-for-1 
split. Earning power is around 
$6.00 a share, fairly stable, little 
different from best older levels. 
liividends are at $5.00. There is 
‘thing to get excited about in 
this situation; and the stock ap- 
“ars more than amply priced. 
Cross-Currents 
Stock groups faring better than 
average in recent trading sessions 
p to this writing include airlines, 
luminum, amusements, baking, 
electrical equipment, meat pack- 
ng, department stores, food 
stores, paper, rail equipments, 
sugar, tires and variety stores. 
Principal lagging groups over the 
ame period were aircraft, auto 
parts, construction, finance com- 
panies, gold mining, petroleum, 
['V and electronics, rails and to- 
baccos. In many instances, shifts 
rom week to week reflect tran- 
sient technical factors. Where 
they tie in with poor earnings 
prospects, they cannot be ignored. 


Longer Perspective 


At the poorest recent level, 
prior to a sharp rally, our com- 
posite weekly index of 300 stocks 
was down 9.3% from its 1959 
high. In rounded figures, the 
much wider declines in some in- 
dividuals stock groups were 28% 
for sugars, 26% for aircraft and 
for TV-Electronics, 24% for sul- 
phur, 22% for airlines, 20% for 
air conditioning, 18% for petro- 
leum, 17% for textiles, and 16% 
for business machines and for the 
tire and rubber group. Much 
smaller than average declines, 
ranging from roughly 3% to 6%, 
those of the following 


were 
groups: automobiles, dairy prod- 
ucts, department stores, gold 


mining, mail order stocks, paper, 
soft drinks, steel and iron, tobac- 
cos and variety stores. 


Clouded Prospects 

Where stocks have fallen to 
new 1959 lows, thus more than 
giving up all gains scored since 
the start of the year, as several 
hundred have, it cannot be called 
just a technical adjustment. In 
most cases, though not all, con- 
siderations other than, or in addi- 
tion, to excessive prior rise are in- 
volved. While a few exceptions 
are possible, relatively weak 
stocks are not generally good bets 
to get back to earlier highs any 
time soon, even in the conjectural 
event that the industrial average 
should be able to do so before 
the year end. Among the issues 
in question are a sizable number 
of good-name stocks. They include 
Air Reduction, Amerada Petro- 
leum, Anaconda, Atchison, Ben- 
dix Aviation, Burroughs Corp., 
Colgate-Palmolive, General Elec- 
tric, Continental Insurance, 
Johns-Manville, Kennecott Cop- 




















U. S. Hoffman Machinery 
Smith-Corona Marchant 

Green (H. L.) Co. 

Dresser Industries 

Lee Rubber & Tire .... 
Consolidated Foods 

Twentieth Century-Fox Fi'm . 
Getty Oil 

United Milk Products 
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rer, National Cash _ Register, 
1959 1958 
6 mos. June 30 $ .01 $ .09 
Year June 30 .30 1.38 
Quar. July 31 09 23 
Quar. July 31 Al 53 
9 mos, July 31 1.26 1.40 
Year June 30 1.98 2.34 | 
13 weeks June 27 35 1.35 | 
6 mos. June 30 -27 .48 
6 mos. June 30 10 14 | 
Quar. July 31 02 52 | 














OCTOBER 10, 1959 


National Gypsum, Lehigh Port- 
land Cement, Pfizer, Socony, 
Standard Oil of California, Stand- 
ard Oil (New Jersey), Union Pa- 
cific and U. S. Gypsum. 


Support 

The following stocks met good 
support through the August- 
September market adjustment to 
date, most of them now standing 
under best prior levels by dis- 
tances ranging from slight to 
moderate: American Stee! Found- 
ries, Armstrong Cork, Associated 
Dry Goods, Brown Shoe (this one 
at a new high as we write), Ford 
Motor, Grant, Hilton Hotels, Pea- 
body Coal, Jones & Laughlin 
Steel, Reynolds Tobacco, Sears, 
Roebuck; Spencer Chemical, U.S. 
Steel and Woolworth. Also Crane 
Co., General Cigar, McCall Corp., 
New York Central and Pacific 
Mills. 
Mixed 

The chart pattern of the busi- 
ness machines group would look 
quite sick if you eliminated I.B.M. 
and Pitney-Bowes. Some of the 
lesser stocks are in their own 
bear markets, including Royal 
McBee and Smith-Corona Mar- 
chant; while recovery possibilities 
for the long depressed Under- 
wood Corp. remain unclear. Bur- 
roughs Corp. and National Cash 
Register, among the important 
companies, were for some time 
highly regarded on the basis of 
growth potentials in electronic 
equipment. Their development ex- 
penses are heavy; and the mar- 
ket has taken a more question- 
ing view as to when and to what 
extent the potentials might be 
translated into earnings. Bur- 
roughs has fallen about 36% from 
its high; and cannot be called 
cheaply priced at about 30 times 
1959 earnings, which may be only 
about 10% -15°° above 1958’s low 
$0.97 a share. Best per-share net 
was $2.52 in 1948, next best $2.35 
in 1956. National Cash Register 
is off about 35% from its late 
1958 all time high, and is selling 
around 25 times earnings which 
may be less than 10% above 
1938’s $2.19 a share. Share net 
was close to the latter as far back 
as 1948 (at $2.16). The peak to 
date was $2.62 in 1956. Evidence 
of a firm support base for either 
of these stocks is lacking at this 
time. 
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W ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 


rately forecast developing business trends. 
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This we have done in our Trend Forecaster (develope: 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found & 
most accurately project the business outlook. 


As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


During the third quarter of 1959, the general 
behavior of the component series entering into the 
Trend Forecaster deteriorated. The deterioration is 
partly a reflection of the steel strike, partly a reflec- 
tion of tight money, and partly a reflection of the 
fact that the most rapid phase of the business ex- 
pansion begun at mind-1958 is now over. Reading 
between the lines of the series suggests that after 
a post-strike recoupment, which may be quite rapid, 
the trend of business will no longer be expanding at 
the rate experienced in the first half of 1959. 

During the quarter, hours worked and durable 
goods orders appear to have declined, principally as 
a result of the steel strike. Stock prices declined as 
a result of both the steel strike, tight money and 
other factors, while the decline in housing starts is 
predominantly an effect of tight money. Other de- 
clines — in nonresidential construction and business 
failures (inverted) — may be early harbingers of a 
weakening business trend, although the relative 
strength measure is still slightly above zero. 
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CONCLUSIONS 


PR DDUCTION—output fell further in September, reflect- 
inc gradually disappearing steel supplies. Further dec- 
lin» probable in October unless strike ends immediatly. 
Afer resumption of steel output, total activity to rise 
sh rply, to a new record. 


TR \DE—still clinging to the $18.0 billion per month 
ro ge, but losing momentum. Steel recovery will turn 
ve ume back up to about $18.5 billion per month, and 
yi id biggest Christmas on record. 


MONEY AND CREDIT—still tightening slowly, as Fed 
m. ves cautiously to add funds for seasonal needs. But 
in erest rates now close to peak for cycle, and are high 
er ough to drain funds from mortgage market. No relief 
fr. m high interest rates in sight for several more months. 


COMMODITIES—still no clear trend. Farm product prices 
tu ned moderately upward in September, and industrial 
commodities rose slightly; finished goods prices about 
ur changed. Outlook: mild strength following steel settle- 
ment, and running into early 1960. 
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NOTHER POST-STRIKE BOOMLET —that is the con- 
sensus of experienced observers of business 
trends for the months following a resumption of 
steel output. The parallels to previous steel strikes 
and ensuing developments are clear and strong; un- 
less monetary policy takes an acutely disinflationary 
form, the level of output, demand and earnings will 
rise rapidly in a typical post-strike trajectory late in 
1959 and running at least well into 1960, if not 
throughout that year. 

The logic that leads to this short-term optimism 
is not hard to understand. By every indication, the 
recovery of steel output to a record rate in the neigh- 
borhood of 2.7 million tons a week will be accom- 
panied by much higher rates of steel fabrication in 
the automobile industry, and in the machinery in- 
dustry. Nonresidential construction activity should 
also increase considerably, offsetting what is probab- 
ly an inevitable decline in homebuilding owing to the 
high level of interest rates. Exports have begun to 
recover somewhat; government demand is firm to 
rising; and consumers appear to be willing and able 
to spend. What more could any businessman ask? 

The only other thing he could ask is that such an 
overwhelmingly favorable structure of trends should 
continue indefinitely, and in this, of course, he is 
bound to be disappointed. The same observers who 
view the short-term outlook with favor have serious 
doubts about the longevity of the uptrend, and the 
ultimate denouement when it reaches its peak. For 
implicit in the post-strike boom is rapidly rising in- 
ventories, speculative activity in commodity markets 

(Please turn to the following page) 
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Latest Previous Year 
THE MONTHLY TREND | unix | Month Month Month” Age 
INDUSTRIAL PRODUCTION® (FRB) ........ 1947-’9-100 | Aug. 149 153 136 
Durable Goods Mfr. .......::csecssessseesseees | 1947-'9-100 | Aug. 159 168 144 
Nondurable Goods Mfr. ........0-.ss-essee0 1947-'9-100 | Aug. 146 146 133 
Mining 1947-'9-100 | Aug. 119 120 120 
RETAIL SALES* $ Billions Aug. 18.1 18.3 16.7 
Durable Goods $ Billions Aug. 6.1 6.2 5.2 
Nondurable Goods ...........s:sssssssesseseees $ Billions Aug. 12.0 12.2 11.5 
Dep’t Store Sales 1947-’9-100 Aug. 150 149 147 
MANUFACTURERS’ | 
Now Orders—Total® ........csssesssseeee $ Billions | July 30.9 314 265 
I III: -sasnictaiiniesennesincinensies $ Billions July 15.6 16.1 12.5 
Nondurable Goods ..............0s00000 $ Billions July 15.3 15.3 13.9 
SINE :didihstasininsinnestensieeneniinieniion | $ Billions | July 30.8 31.2 26.3 
BD CINE cnieisesiesesenseermnennnins | $ Billions | July 15.4 15.8 12.3 
Nondurable Goods .....:.s::ssssssseesses: | $ Billions | July 15.4 15.5 14.0 
BUSINESS INVENTORIES, END MO.* ... | $ Billions July 89.8 89.3 85.4 
NGI sestcssintsncsncseiennnvaioniinn $ Billions | July 52.2 52.1 49.4 
IIIT iccnnsscsenicspncsoneancnmnietniion | $ Billions July 12.5 12.4 12.1 
I $ Billions July 25.0 24.8 23.9 
BN I IID cscvetesccntonsicostccminniien | 1947-'9-100 | July 158 156 148 
CONSTRUCTION TOTAL ............0::ce:0000 | $ Billions Aug. 53 5.2 47 
PIES sicinsesconsaninonrseennennncinnencemnsentenint $ Billions Aug. 3.6 3.6 3.1 
ER eee eer ae | $ Billions Aug. 2.0 2.1 17 
a | $ Billions | Aug. 1.6 1.5 1.4 
Housing Starts*—a Th d Aug. 1340 1350 1228 
Contract Awards, Residential— ...... $ Millions Aug. 1551 1690 1451 
ND eunnisvsitcnninnnessemesaia $ Millions Aug. 1532 1967 2016 
EMPLOYMENT 
EE GRIND cctennvesstnsnstcnensnenestsensasaininn | Millions Aug. 67.2 67.6 65.4 
ce | Millions Aug. 52.1 52.4 50.6 
ge | Millions Aug. 7.8 7.9 77 
Trade * Aug. 11.3 11.3 11.0 
Factory * Aug. 12.2 12.4 11.6 
SE TE ecicncctencenesiticmesitiions | Hours Aug. 40.5 40.3 39.6 
Hourly Earnings ....ccccsssesssssseee: | Dollars Aug. 2.19 2.23 2.13 
Weekly Earnings ..........sssssssee | Dollars Aug. 88.70 89.87 84.35 
PERSOREAL BECOIAR® .........cccccrcccesecsecrees Aug. 381 384 362 
Wages & Salaries ........ Aug. 259 262 241 
Proprietors’ Incomes Aug. 58 59 59 
_ Interest & Dividends .. $ Billions Aug. 36 36 33 
IE IIIS sississcrnincinmeiiion $ Billions Aug. 27 26 27 
PE IID iatciiciciesentsccsinnnniteninnneipiaiiion $ Billions Aug. 15 16 18 
CONSUMER PRICES 1947-'9-100 | July 124.9 124.5 123.9 
OE iissiincins 1947-'9-100 | July 119.4 118.9 121.7 
Clothing 1947-'9-100 | July 107.5 107.3 106.7 
Housing .... | 1947-'9-100 | July 129.0 128.9 127.7 
MONEY & CREDIT | 
All Demand Deposits® ............cc00000000 | $ Billions Aug. 112.9 114.1 109.2 
Bank Debits*—g $ Billions Aug. 91.0 98.1 80.5 
_ Business Loans Outstanding— ......... | $ Billions Aug. 29.9 29.6 N.A. 
Instalment Credit Extended’ ............. | $ Billions July 4.1 4.0 3.3 
Instalment Credit Repaid® ................. $ Billions July 3.6 3.5 3.4 
FEDERAL GOVERNMENT 
DO TID ssessscnctatscsscsnsecsnsesinsices | $ Billions Aug. 57 3.2 48 
Budget Expenditures ..... cosseeeee| $ Billions | Aug. 6.3 6.6 6.2 
Defense Expenditures ... «| $ Billions | Aug. 3.7 3.7 3.5 
Surplus (Def) cum from 7/1 nnanieaiinal 3 BiHions a Aug. (3.9) (3.3) (5.0) 





PRESENT POSITION AND OUTLOOK 


(and perhaps in stocks), and, 
above all, extremely high rates of 
debt formation occurring at very 
high levels of borrowing costs. The 
appetites that will produce all this 
demand in the short run are cer- 
tainly not insatiable in the inter- 
mediate run. By late 1960 the con- 
sumer’s appetite for instalment 
debt may well have lessened very 
considerably. Similarly, the impact 
of heavy inventory accumulation 
and high rates of capital outlays cn 
corporate liquidity will eventual y 
make the corporate sector increas- 
ingly dependent on borrowing, at 
interest rates which the majori‘y 
of businessmen have never exp2- 
rienced before. Finally, even the 
government is learning a few les- 
sons in thrift from the fact that i:s 
own obligations now command a 
price lower than that of many 
private debt instruments. 

The expansion in total business 
activity over the next several 
quarters must thus be viewed as 
the upside of what may be a con- 
siderable business cycle, with a 
considerable downside in the offing. 
The appearance of the downside 
forces is already beginning to be 
discernible in some of the trends in 
the component series of the Trend 
Forecaster itself; it should become 
plainer in the next several 
quarters. 





— 


* * * 


HOMEBUILDING is now one of the 
hot corners of the business picture, 
and naturally enough. Twice be- 
fore — in the years following 1950, 
and the years following 1954 — 
high interest rates have impeded 
the flow of funds into the mortgage 
market, and precipitated a pro- 
nounced decline in the rate of hous- 
ing starts. The pattern now ap- 
pears to be repeating itself, al- 
though with some minor modifica- 
tions. 

Thanks to the recent housing 
legislation, down payments on 
homes covered by FHA-VA mort- 
gages have been reduced, and the 
allowable interest rates on these 
mortgages have been raised. In ad- 
dition, the FHA has been granted 
additional guaranteeing authority 
of about $8 billion, and the FNMA, 
which buys mortgages from lend- 
ers and thus frees funds for fur- 
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s QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION 
In Billions of Dollars—S lly Adjusted, et Annual Rates - 
- ther mortgages, still has about a 
omen Fa ewe six-month supply of funds. All of 
' Vv N this may delay the come-uppance 
_ for the housing market, but not 
arnt y semen geal a3 pr oat pone indefinitely. Experts in the field 
Private Domestic Invest. ......cccceoc.0- 775 69.8 61.3 51.3 | now expect that high interest rates 
Net Exports —1.8 0.9 0.2 1.2 will catch up with the homebuid- 
—" PUNE ssuiihiibininincaiidenss pied = peed pod ing rate by late this year, and that 
SR IIT sttcciinscetstitonaintectiiens 43.8 238 422 397 | the seasonally adjusted rate of 
PERSONAL BICONE ons wae me me housing starts, now running at 
6 tn a ........... 32 44 as 721 | #bout 1.34 million, will fall below 
Disposable Income ............-svece-oceeseeeen 335.3 327.4 322.9 312.9 1.20 million in early 1960. 
Consumption Expenditures ................ 311.5 303.9 299.1 290.9 
Personal Saving—d .......cccssesesseesseeesees 23.8 23.5 23.7 22.0 7 = Ss 
c RPORATE PRE-TAX PROFITS ............. a 465 446 33.6 THIRD - QUARTER NATIONAL OUT- 
at bg ae Bick bo = ; or PUT — as measured by the gross 
Dividend Payments ......... 13.0 12.8 12.0 12.6 national product — seems to have 
Retained Earnings ..... . ......c-.0essssseseee om 110 10.7 45 dropped a bit in the third quarter, 
PANT & EQUIPMENT OUTLAYS .......... 32.3 30.6 30.0 30.3 after considerable advances in the 
” several preceding quarters. The de- 
THE WEEKLY TREND cline this summer and fall is, of 
. course, fully attributable to the 
: Week Latest = Previevs =: Veer steel strike; in most nonmanufac- 
: _— Ending _| Week _Week___ Ase _! turing areas, and in many non- 
ge ye Activity alia pen pn —_ ne a ee steel industries, output has been 
naex o «8 - v7 t x ° ¢ ote< sot ‘ 1 « 
Steel Ao guna iiiiieenia % of Capacity Sept. 26 12.7 12.6 67.3 stable vo come In particular, 
Aute and Truck Production....| Thousands Sept. 26 115 86 60 third-quarter output featured a 
papeonnd Sretesinn erie Thomend Bone Sept. " = = = sharp drop in prpepeon’ — - 
aper ow ers ovusan ons pt. y ; Ss ave ; as ¢ res 
rela ao tte ll coe cin - z= ine pare Bey ow be ase sgh at 
Engineering Constr. Awards....| $ Millions Sept. 2) 411 298 371 also occurred in construction activ- 
ne iter 1 ~lline-—liagmammaais | 1947.'9-100 aoe. = ity, as a reflection of the falling 
Business Falluree—s eae me Sent. 17 264 222 262 rate of residential building. 


AND OUTLOOK 








"Seasonally adjusted. (a)—Private starts, at annual rates. 


Eesti 


(b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
ted by Council ef Economic Advisors. (g)—337 non-financdel 













































































disposable income over personal consumption expenditures. (e)—Estimated. (f) 
centers. (na)—Not available. (r)—Revised. (s)—Data from Dun & Bradstreet. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & 
Exch. Comm., Budget Bureau. 
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No. of 1959 Range 1959 (Nov. 14, 1936 Cl.—100) High low Sept.18 Sept. 25 
Issues (1925 Cl.—100) High low Sept. 18 Sept. 25 100 High Priced Stocks ............ 306.7 268.4 278.9 282.7 
300 Combined Average ... 492.4 436.9 446.3 453.6 100 Low Priced Stocks .......... 665.9 585.4 598.8 610.7 
4 Agricultural implements ...... 492.4 356.2 419.0 426.0 5 Gold Mining ......c.-ec-ereen: 996.6 853.0 954.4 946.0 
3 Air Cond. (‘53 Cl.—100) .... 137.2 110.5 110.5 116.5 4 Investment Trusts ...... 190.6 167.0 170.6 167.0L 
10 Aircraft (‘27 Cl.—100) ........ 1375.1 1019.1 1019.1 1031.4 3 Liquor (‘27 Cl.—100) 1624.8 1429.2 1459.3 1474.3 
7 Airlines (‘27 Cl.—100) ......... 1429.4 1079.6 1109.6 1159.5 8 Machinery 563.2 452.4 487.9 496.7 
4 Aluminum (‘53 Ci.—100) ... 594.5 392.0 529.9 542.8 3 Mail Order 396.9 253.1 379.9 387.2 
BS AGRUCCTCRIS  ccccccccccccccssescesees 252.6 200.5 227.5 237.1 4 Meat Packing 267.2 204.4 235.8 243.7 
6 Automebile Accessories ..... 525.8 413.4 481.7 493.7 5 Metal Fabr. (‘53 Cl.—100) .. 211.2 181.3 183.0 186.6 
6 Aut 131.0 93.7 122.4 131.0H 9 Metals, Miscellaneous ....... 409.6 343.8 343.8 351.1 
4 Baking ('26 Cl.—100) .......... 41.3 38.7 398 39.8 4 Paper 1287.1 1170.1 1205.2 1263.7 
4 Business Machines ................ 1395.5 1173.8 1173.8 1199.9 TD PRI ccescccecesserssestnceressesss 885.5 726.8 726.8 726.8 
6 Chemical 835.5 692.9 726.9 754.0 21 Public Utilities ............. 365.4 334.9 334.9 338.3 
GB Gate IID ceciececcecseccnscsssseess 37.8 28.1 33.6 33.4 6 Railroad Equipment 104.1 86.9 94.6 94.6 
4 Communications 203.8 164.6 177.7 184.2 OS eee 78.2 68.1 68.1 68.8 
9 Construction .......... 178.9 155.6 155.6 157.2 3 Soft Drinks 703.6 599.8 680.5 674.7 
7 Containers 1142.6 988.8 999.3 1010.8 12 Steel & Iron 476.4 392.5 453.5 461.1 

| 6 Copper Mining ............00» 344.6 280.7 300.1 302.9 4 Sugar 144.7 95.2 104.3 101.7 
2 Dairy Products 163.1 138.8 153.1 148.8 2 Sulphur 863.3 657.0 657.0 6647 
6 Department Stores ............. 141.5 119.1 134.4 133.2 11 TV & Electron. (‘27 Cl.—100) 107.1 65.6 79.5 84.3 
5 Drugs-Eth. (‘53 Cl—100) .... 475.4 379.5 411.5 415.5 5 nen 259.6 176.6 217.2 220.8 
6 Elec. Eqp. (‘53 Cl.—100) .... 335.3 268.8 303.4 303.4 3 Tires & Rubber ...............00+ 281.8 216.1 237.3 239.4 
3 Fi Cc i 769.7 661.8 697.7 704.9 5 Tob 191.5 172.9 183.1 183.1 
S Tet Bees ccceccecsescscesssecen 470.0 406.3 434.1 434.1 3 Variety Stores ...........-+ 363.9 331.4 350.9 354.1 
3 Food G0are8  nncnceccccrceee 279.6 244.4 244.4 252.5 20 Unclassif’d (‘49 Cl.—100) .. 284.9 239.8 244.5 249.3 

H — New High for 1959. L — New Low for 1959. 
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Trend of Commodities 





SPOT MARKETS—Spot prices of sensitive raw materials con- 
tinued to decline in the two weeks ending September 25, 
with both foodstuffs and industrial materials seeking lower 
levels. The BLS daily index of 22 sensitive commodities lost 
1.4% during the period, led by the foods component, which 
gave up 2.2%. Raw industrial material prices were mostly 
lower, although some commodities displayed firmness, Im- 
provement was noted for rubber, rosin, tin and zinc, while 
copper scrap, hides, lead scrap and wool tops declined. 

Among the rank and file of commodities, changes were 
nominal in most cases. The BLS comprehensive weekly index 
rose 0.1% in the two weeks ending September 22, thanks to 
some betterment in farm prices. The index of all commodi- 
ties, other than farm and food products remained unchanged 
and is only 1.7% above a year ago. 


FUTURES MARKETS—Commodity futures were mostly lower in 
the two weeks ending September 25. Downward pressure has 
been widespread, stemming from a variety of causes, includ- 
ing harvesting pressure on some farm crops, heavy produc- 
tion of such imports as coffee, cocoa and sugar, planned sale 
of some of the Government’s rubber holdings, the decline in 
stock prices, the high interest costs involved in stockpiling 
and the continuing steel strike, 

Wheat futures were lower in the period under review, te 
March option losing 134 cents, to close at 199. Wheat wis 
offered more freely, with elevators striving to make room 
for the new soybean crop. Entries into the loan are relative'y 
good however, considering the smaller size of this year crop, 
and the possibility of a tight situation in “free” wheat su>- 
plies later in the season should buoy prices. 























| WHOLESALE COMMODITY PRICES 

















































































































130 130 
120 120 TTTTTITTT TT ITIt Itt 
Non Farm Products 
110 110 eae 
1947-49 = 100 
100 |_ All Commodities 100 HU 
1947-49 = 100 
90 90 Trt ttt tt 
80 80 Farm Products | 
JhdIATS 1947-49 = 100 
70 70 HI 
1959 RRR RRA A 
60 60 LASONDJ FMAMJJ A SONDJ FMAMJJASON 
1953 1954 1955 1956 1957 1958 1959 1957 1958 1959 | 
0 Gn eee RN BLS INDEX 22 BASIC COMMODITIES 
test We 6 
1947-1949—100 Date Date pena , Ago 1941 
All Commodities Sept. 22. 119.6 119.5 119.1 60.2 91 
Farm Products Sept. 22 89.1 88.3 93.1 51.0 (1947-1949—100) 
Nen-Farm Products Sept. 22 128.3 128.3 126.2 67.0 89 
22 Sensitive Commodities Sept. 25 85.8 87.1 85.4 53.0 
9 Foods Sept. 25 75.8 77.6 846 465 87 | 
13 Raw Ind’l. Materials Sept. 25 93.3 943 86.0 583 
5 Metals Sept. 25 98.4 98.4 91.6 546 85 
4 Textiles Sept. 25 78.1 79.2 77.3 563 
83 
MWS RAW MATERIALS 
MWS SPOT PRICE INDEX 165 SPOT PRICE INDEX 165 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 160 160 | 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 155 155 : 
1959 1958 1953 1951 1941 150 150 | 
High of Year 161.4 154.1 162.2 215.4 85.7 y 
Low of Year 152.1 1465 1479 176.4 743 145 145 
Close of Year 152.1 152.1 180.8 83.5 | saan tae 
160 DOW JONES FU DEX 160 
DOW-JONES FUTURES INDEX 155 155 
12 COMMODITIES 
AVERAGE 1924-1926—100 |150, eee 150 
1959 =«*1958)=Ss«1953Ss«éi:951 1941 L 
High of Year 1527 1590 «016682154 84S : 
Lew of Year 144.2 1472 153.8 174.8 55.5 | APRIL MAY JUNE JULY AUG. SEPT. OcT. 
Close of Year 1476 1665 189.4 84.1 i _ 
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Like Todays Super -Highways... 


there's more to 
Cities Service than 
meets the eye! 


The New Jersey Turnpike is one 
of the world’s greatest highways. 
To build it required 23 months 
of labor by 10,000 workers... 
a mountain of materials, includ- 
ing tons of Cities Service asphalt 

. and the expenditure of 
$255,000,000. 

A casual trip along the turnpike 
does not reveal these facts any 
more than its 14 service stations 
all operated by Cities Service—re- 
veal the full scope of Cities 
Service enterprise. 

Serving the petroleum needs of 
America today is a big job. So 
that it can do its share of this job, 
efficiently and economically, Cities 
Service has invested more than a 
billion dollars in modern facilities. 

And what of the years ahead? 
Building for the future... pre- 
paring for greater tomorrows... 
Cities Service is expanding con- 
stantly. In the past two years it 
has spent over $350 million on 
this progressive program. 

Only in this way can America 
be assured of what she needs for 
progress ... more jobs, more and 
better petroleum products. 








It required 80,000 man hours a day for nearly 
two years to complete the New Jersey Turn- 
pike.This year, this showcase of modern engi- 
neering will accommodate 41 million motorists. 
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[Pacific Gas ues Blectric 
Company — 


DIVIDEND NOTICE 
COMMON STOCK 


DIVIDEND NO. 175 
The Board of Directors on 
September 16, 1959, de- 
clared a cash dividend for 
the third quarter of the 
year of 65 cents per share 
upon the Company's com- 
mon capital stock. This 
dividend will be paid by 
check on October 15, 
1959, to common stock- 
holders of record at the 
close of business on Sep- 
tember 25, 1959. 

K. C. CHRISTENSEN, 
Vice President and Treasurer 

San Francisco, Calif. 
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| REGULAR 
QUARTERLY 
DIVIDEND 


= The Board of Directors has 

= declared this day 

1 COMMON STOCK DIVIDEND NO. 101 
= This is a regular quarterly 
dividend of 


256 cane 


Payable on November 16, 1959 
to holders of record at close 
§ of business October 20, 1959 


Milton C. Baldridge 
Secretary 
October 8, 1959 


: THE COLUMBIA 
| GAS SYSTEM, INC. 



















New book 
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fhe area we 
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0 much 
opportunity 
to industry. 
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Companies Likely To Pay 
Year-End Extras In Stock 
Or Cash 





(Continued from page 69) 


good dividend payments through 
the steady rental income it re- 
ceives from its bowling pinspotter 
operations. Earnings from this 
division alone should exceed the 
current $2.00 dividend rate while 
profitable operations of other di- 
visions should raise earnings for 
the year to about $5.15 per share 
from the $2.50 it earned in 1958, 
which of course was a recession 
year. 

Under the circumstances an ex- 
tra at year end, either in stock or 
cash seems likely. 


Pinched Machinery Makers 


Other manufacturers of heavy 
machinery may be forced to hold 
their extras down this year, how- 
ever. Just prior to the steel strike 
Clark Equipment, a major producer 
of materials handling equipment 
appeared certain to earn close to 
$5.00 per share this year, a size- 
able boost over the $2.70 scored 
in 1958. Now however, delayed 
expansion plans by some of the 
company’s customers and _ the 
threat of steel shortages could 
hold earnings back by as much 
as 20%. At $4.00 per share, after 
a bad dip in earnings last year, 
therefore, management may not 
be as eager to pass out extras or 
increases at year end. 


Blaw Knox, a major producer of 
rolling mill equipment is in the 
same fix. Earnings had been con- 
fidently predicted at between 
$4.50 and $5.00 this year com- 
pared with $3.84 for all of 1958. 
Moreover, performance through 
the first half bore out that confi- 
dence. Throughout the third quar- 
ter, however, shipments to steel 
companies have been at a virtual 
standstill, indicating that earn- 
ings for the period will be mini- 
mal. If the strike ends quickly 
enough, most of the lost ship- 
ments in the third quarter can be 
recouped in the final quarter of 
the year ... but if the strike 
stretches into the fourth quarter, 
earnings will have to be disap- 
pointing. A continuation of the 
year end 2% stock dividend may 
be in the cards, but if the worst 


happens, shareholders should ex- 
pect no more than that. 


Others That Seem Assured 


Unless tight money really 
cramps the style of most cor- 
panies, there are several others 
whose fortunes are remote from 
the steel industry that appear cer- 
tain to pass out extras at year 
end. American Tobacco is payin: 
at a $4.00 annual rate, but wit. 
earnings expected to climb to ove” 
$9.00 per share from $8.55 last 
year, the traditional $1.00 extra 
appears safe. 

Similarly, |. B. M.‘s 214% stoc 
dividend should be forthcomin;: 
at Christmas time. Earnings thi; 
year are soaring again and shoul: 
reach $8.50 per share compare! 
with $6.93 in 1958. The rate o° 
growth is slowing down a bi 
for IBM but it is still impressive 
and may even encourage a hike: 
in the small regular dividend rate 


Some Welcome Possibilities 


One of the most encouraging 
aspects of the 1959 business pic 
ture is the healthy recovery being 
scored by many old-line com 
panies. It is refreshing, therefore 
to find several of them on the list 
of probable dividend increases 
Pullman, for example, has had its 
trials and tribulations. The end 
of an era of railroad travel slowed 
use of the sleeping cars that made 
Pullman a generic term. The com- 
pany has had no difficulty in 
maintaining its financial strength 
but earnings have been held down 
by the need to build up new prod- 
uct lines. This year, however, the 
company is showing signs that 
new earnings power has been de- 
veloped. First six month earnings 
rose to $2.79 per share from $2.15 
a year earlier, and with freight 
car and truck trailer shipments 
expanding, final results could be 
the highest in years. The steel 
strike, of course, creates some 
doubts for the fourth quarter, but 
unless the affect is particularly 
severe it appears likely that the 
company will return to its form- 
er policy of passing on a $1.00 
extra to shareholders. 


Western Union, another old-line 
company that has been going 
through troubled times is also 
showing definite signs of break- 
ing through to new earnings 
highs. For the past few years the 
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company has been reorganizing 
its entire structure, deemphasiz- 
ing the personal message with 
which its name is so closely as- 
sociated, and building up a net- 
work of intra-industry private 
wire communications systems. 
Vith such major companies as 
BM now in the fold, as well as 
the Army and the Air Force (all 
heir bases are linked by Western 
Inion wires) earnings have be- 
run to recover. This year will pro- 
luce profits of about $2.50 per 
share, considerably better cover- 
ige for the $1.20 dividend than 
ast year’s $1.89. Consequently, 
»ither a dividend increase or a 
year end extra is a distinct pos- 
sibility despite the fact that man- 
iwwement has made no commit- 
nents whatever. 


Corning Glass, one of the nation’s 
top rated older companies, also 
shows symptoms of breaking into 
new earnings ground. Since 1954, 
expansion and the cost of develop- 
ing new products have held earn- 
ings within a narrow range at ap- 
proximately the $2.50 level. This 
year, however, profits should 
jump substantially to about $3.40 
or $3.50 per share. Since the com- 
pany followed a practice of sup- 
plementing its regular $1.00 pay- 
ment with a 50¢ extra at year 
end, shareholders may receive an 
even larger bonus this year. 


Summary 


1959 started out like a house 
afire and until a month or so ago 
predicting a spate of year end ex- 
tras would have been easy. Now, 
however, with the truly massive 
uncertainties imposed by both the 
steel strike and the tight money 
situation weighing heavily on all 
economic affairs, the crystal ball 
is extremely clouded. Of course a 
multitude of companies that tra- 
ditionally pay extras will likely 
continue the practice. Eastman Ko- 
dak has missed only one in recent 
years and is a safe bet to pay an 
extra again this year. Similarly 
Bell & Howell will probably con- 
tinue its stock dividend policy and 
Minneapolis-Honeywell is a virtual 
certainty to maintain its practice 
of distributing small year end ex- 
tras. 

But for those without the tra- 
dition, current uncertainties may 
weigh heavily against too much 
generosity. Lorillard has dispensed 
dividends lavishly since its Kent 
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cigarettes led to an extraordinary 
increase in earnings. This year, 
however the rise will be small, 
probably no more than 25¢ or 30¢ 
per share carrying profits up to 
the $4.40 level. Under the circum- 
stances, and with money hard to 
get, the company may decide that 
$2.00 is plenty for the time being. 

One thing seems certain. The 
action companies take en masse 
will play an important role in fu- 
ture stock market performance. 
The strong rise in the first half of 
this year was predicated on rec- 
ord earnings and dividend expec- 
tations. Recent weakness _ indi- 
cates that investors are no longer 
so sure of their ground. Year end 
dividends, therefore, take on more 
significance this year than ever 
before. They will become a true 
indicator of how seriously the 
steel strike and tight money have 
hurt, and a better measure than 
words of how managements real- 
ly feel about their prospects for 
1960. END 





The Substance Back of the 
Fear Regarding Our 
Dwindling Gold Pile 





(Continued from page 73) 


than $38,441,000,000, according 
to Bernstein. This was made up 
as follows: 


Military expenditures 
of the US in Europe 

Military grants to 
European govern- 


$11,304,000,000 





SE .tkschinaneds 16,426,000,000 
Other grants ...... 10,740,000,000 
$38,470,000,000 

Less US Government 
net capital inflow .. 29,000,000 


Total US Government 
contribution t»> 
Europe’s balance of 
payments ......... $38,441,000,000 
It is therefore not surprising 

that Europe should have been able 

to add $13,854,000,000 to its gold 
and dollar reserves. Bernstein ar- 
gues that Europe can now well 
afford to relieve the US of all 
such payments, including the cost 
of maintaining US military forces 
in Europe. Any diminution in 

US foreign aid would tend to re- 

duce and stop the flow of gold 

from the USA. 





COLUMBIA PICTURES 
CORPORATION 


\w The Board of Directors at a 
S a meeting held today declareda 
quarterly dividend of $1.06% 
per share on the $4.25 Cu- 
mulative Preferred Stock of 
the company, payable No 
vember 16, 1959, to stock- 
holders of record, Novem- 
ber a 1959 
LEO JAFFE 

First Vice-Pres. & Treas. 


Los Angeles, Cal., September 24, 1959 

















How Do Private American 
Transactions Affect What We Owe 
Foreigners? 


As we have already noted, all 
transactions between the U. S. 
and other countries (entailing 
payments in either direction) af- 
fect the movements of gold and 
total short-term US liabilities to 
foreigners. An outflow of gold 
from the US, or alternatively an 
increase in foreigners’ short-term 
assets here, tends to be stimulated 
by increased American purchases 
of foreign goods and services or 
by an increase in foreign invest- 
ments by US citizens. The US 
Government, apart from its own 
loan and aid programs as support 
for the reconstruction and de- 
velopment of other countries, has 
also actively sought to promote 
US private imports and invest- 
ment abroad, as well as travel 
abroad by US citizens. 

Apart from long-term direct 
and portfolio investments made 
abroad by American citizens and 
businesses, American short-term 
capital movements are also a fac- 
tor in gold and short-term asset 
movements. 

Just as foreigners may some- 
times withdraw gold from the US 
for fear of devaluation of the 
dollar, or send capital here for 
fear of devaluation of other 
currencies, so too Americans may 
under present conditions help 
augment the outflow of gold and 
inflow of short-term capital, or 
vice-versa. 

As suggested above, some of 
the foreign assets here listed as 
Swiss-owned may actually belong 
to Americans, although there is 
no evidence that the fraction is 
large. Americans may not own 
gold bullion located in the USA 
and consequently can not export 
gold bullion. But, U. S. citizens 
may legally send capital abroad 
and they are at liberty to buy and 





hold gold abroad. In effect, the 
US Treasury makes gold avail- 
able for this purpose, since its 
policy is to sell gold freely for 
dollars to foreign governments 
and central banks, who use dol- 
lars remitted abroad from the 
USA by Americans for the acqui- 
sition of gold from the US Gov- 
ernment. Theoretically, the door 
is wide open for a flight of Ameri- 


can capital from the USA 
through the foreign exchange 
market. 


Likely Government Action Under A 
Flight From The Dollar 


If a substantial flight from the 
dollar were to manifest itself, the 
US Government has the power to 
close the exit door. Its policy of 
selling gold at $35 an ounce to 
foreign central banks and govern- 
ments has always been on a 24- 
hour basis. Capital movements al- 
so could be controlled. 

Resort to such door - closing 
would have serious effects on the 
foreign exchanges and on the 
status of the dollar in world mar- 
kets. But this does not mean that 
the US Government would stand 
still and take it on the chin re- 
gardless of circumstances. In 
1957 Secretary of the Treasury 
Humphrey suggested the possibil- 
ity of a gold embargo in case of 
a run on the dollar. Sen. A. Willis 
Robertson this year quoted Secre- 
tary of the Treasury Anderson 
to the same effect: 


Have We Enough Gold? 


It is often said that our gold 
stock is inadequate in the light 
of our actual and potential liabil- 
ities, such as our liabilities to 
foreigners owning balances here, 
or in terms of the country’s do- 
mestic monetary and credit needs. 


Were all foreign dollar as- 
sets withdrawn in the form of 
gold, we would barely have 
enough gold to meet such with- 
drawals. 

But we can no more assume 
that all the foreign assets would 
be liquidated suddenly than we 
can assume that all owners of 
checking accounts in our banks 
would demand full payment in 
cash overnight. In 1958, 12.3% 
of foreign claims were withdrawn 
in gold, entailing a 9.9% shrink- 
age in our gold stock. This still 
left the gold stock many billions 
larger than the legal reserve re- 


quirements. The Federal Reserve 
Banks, moreover, may go below 
the minimum if necessary by pay- 
ing tax penalties. However, no 
one argues that we can safely go 
on losing 10% of our gold stock 
year after year. 


Comparing Gold Holdings 
In Various Years 


It is pointed out by some that 
in the last 20 years there has been 
a tremendous decline in our gold 
stock when related to the total 
of bank deposits acd currency 
outstanding, or when compared 
to such economic indicators as the 
GNP. The implication seems to 
be that our gold stock is inade- 
quate today and should be in- 
creased by raising the price of 
gold. That our gold stock was 
relatively so much higher in 1939, 
is easily comprehended when 
we recall that the war broke out 
in that year and much gold was 
sent here for safe keeping. Our 
GNP was still low in 1939, with 
many millions of unemployed. 
Thus, no firm conclusion as to the 
present adequacy of our gold 
stock can be drawn from such 
a comparison. 

World War IT left much of the 
world prostrate. US exporters 
therefore had the great advan- 
tage of a seller’s market. Our big 
foreign aid programs were de- 
signed to help the world back on 
its feet, restore the competitive 
ability of other industrial nations 
and assist them in rebuilding 
their reserves. The fact is, our aid 
was successful and, as one result, 
we no longer encounter a seller’s 
market. 

Current high interest rates in 
the USA tend to hold and attract 
foreign funds and so tend to mini- 
mize and reverse our gold outflow. 
International movements of 
short-term capital are influenced 
by the relative levels of interest 
rates here and abroad. 

In fact, short-term funds are 
coming into this country, attract- 
ed by the high level return on 
short-term government paper. 


Is Raising the Gold Price the 
Answer? 


Advocates of this theory de- 
clare that by raising the official 
price of gold from $35 (which 
is actually the same as devaluing 
the dollar) we could, by the stroke 
of the pen, increase the value of 


US gold reserves ; produce a pro’- 
it which could be used to amelio- 
rate the Treasury’s fiscal prob- 
lems; stimulate gold production 
in our mines; and, by making the 
dollar cheaper, provide a big 
stimulus to American merchan- 
dise exports and so balance our 
international payments and stoop 
the gold outflow. 

Tu discuss this matter in deta | 
would take a book in itself, but 
suffice it to note that few, if any 
countries would fail to match U3 
devaluation of the dollar with 1 
similar step as to their own cur- 
rencies. The world will tolerat: 
devaluation of individual lesser 
currencies, but not of the dollar. 
If other countries match any de- 
valuation moves by this country, 
then alleviation of the present US 
trade imbalance through such_a 
step would fail to materialize. EN) 





Contrast in Outlook 
For The Top 14 Major 
Finance Companies 
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of the Texas offices of Chevron 
Finance Corporation of Denver 
recently was the latest move in 
this program. The $1 a share an- 
nual dividend, which has been in 
effect since 1952, and was con- 
tinued last year in spite of thin 
coverage, now seems reasonably 
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General Contract Finance Corpo- 
ration conducts the finance busi. 
ness formerly done by General 
Contract Corp., whose bank sub- 
sidiaries had to be spun off this 
year under the Bank Holding 
Company Act. Only pro-forma 
earnings for the enterprise in its 
present form are available, and 
only for the years 1956, 1957, and 
1958. The record for those years 
was not particularly favorable, 
but profits are now trending up- 
ward again, and may be aided 
by the recent acquisition of the 
Oklahoma Morris Plan. In recog- 
nition of the risks involved in 
such a situation, and the thin 
margin of coverage for the cur- 
rent dividend, the stock is only 
fairly secure. 


General Finance Company spe- 
cializes in the discounting of in- 
stallment contracts on automo- 
biles under the small loan acts. 
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} It has one of the best earnings 
records in the installment finance 
group, with a gain in profits in 
every year since 1953, and pros- 

) pects of another advance in 1959. 

| Also, the company has increased 

} the amount paid in dividends in 

/every year since 1951 and seems 
likely to do so again this year. 


Walter E. Heller & Co., is essen- 
tilly a factoring business, en- 
g:ged in purchasing or making 
ac vances on accounts receivable, 
notes, acceptances, and _install- 
ment papers; also in loaning 
a; ainst inventory, equipment and 
cl attels; and rediscounting auto- 


i | robile paper and other types of 
ar. | 


paper. The company has a splen- 
dd earnings and dividend record 
ir the last seven or eight years, 
ejual to if not better than that 
0’ General Finance Corp. 





| creased 


Household Finance Company, the 
leading small loan company in 
nore ways than one, has in- 
its dividend payments 
twelve times in fourteen years, 
and still larger payments are be- 
ing made this year. Earnings de- 
c:ined last year because of losses 
brought on by the _ recession, 
since about 25% of the company’s 
offices are in industrial sections. 


| Also, Canadian business has been 


ceclining since the enactment of 
legislation designed to discourage 
personal loans in that country, 
Although a further dip in net in- 
come seems in prospect for this 
year, the company’s outstanding 
past record makes it reasonable 
to expect stability in 1960. 


Pacific Finance Corporation, which 
seems to be the most enterprising 
company in the automobile fi- 
nance group, has indicated that 


| 1959 earnings are headed for a 


new record not only by a favor- 
able first half report but also by 
a recent increase in the dividend 
rate. Also the company is estab- 
lishing additional offices, obtain- 
ing funds to handle increasing 
volume, planning to sell life in- 
surance to the general public, and 
considering a credit card service. 
Pacific Finance has the advantage 
of operating mostly in the West 
and the Southwest. which are 
growing more rapidly than other 
sections of the country. Lockheed 
Aircraft owns about 25% of the 
stock, and directors another 17%. 
1959 
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Seaboard Finance Corporation, 
third largest company in the 
small loan field, has a new credit 
card plan to cover the daily ex- 
penses of the average family ,and 
a check plan, both of which it 
hopes will contribute toward re- 
versing, in 1960, the current 
downward trend of profits. The 
past record of the company as to 
per share earnings, the least fav- 
orable in the small loan group of 
companies, tends to temper such 
hopes with skepticism. 


James Talcott, Inc., best known 
as a factoring business, is in- 
creasing the proportion of other 
types of financing, to reduce its 
dependence on the textile indus- 
try. The company has recently 
improved the position of the com- 
mon stock by calling the 5% pre- 
ferred for payment. The pro- 
nounced upward trend of per 
share earnings, in evidence since 
1955, seems to be continuing this 
year, indicating that dividend 
payments will be up for the sev- 
enth consecutive year. END 





A Heart-to-Heart Talk on 
Short-Term Investment Havens 
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discount and the difference in 
yield would not warrant the ad- 
ditional market exposure your 
bonds would have to take. With 
these bonds you receive about 
472%. You have the further ad- 
vantage of being able to partici- 
pate in the refunding operations 
of the Treasury when your bonds 
mature. This can sometimes be 
quite profitable, but is not some- 
thing that you can always count 
on except as an added attraction. 


The High Jump 


There are some investors who 
have decided that the whole mar- 
ket is way overpriced and that 
it will probably take quite a few 
years for the correction to be 
completed. Perhaps not until a 
whole new economy has been built 
up to take care of our newly ar- 
riving adults. 

If you happen to be one of these 
people, then you would not expect 
to be back in the market for per- 
haps five to seven years. 

The best way to protect your- 
self here would be to create a one 
to four year “roll over” program. 


To do this divide your available 
cash into four parts and invest 
each fourth in equal amounts 
maturing from one to four years. 

Let’s say you have $20,000 of 
stock market money. Then invest 
five thousand each year over a 
four year period. As each maturi- 
ty comes up, as the years roll by, 
you will be able to re-examine the 
stock market. If you still don’t 
like it you can extend the matur- 
ing $5,000 out for another four 
years or shorter if you feel the 
time is getting near. 

Personally I would buy one year 
agencies and the balance would 
go into treasury bonds. On the 
Treasuries I would prefer_the di- 
scount bonds for their greater 
after tax yield. With the discount 
bonds you will have to pay your 
ordinary tax rate on the coupon 
income but will be subject only 
to the capital gain rate on the di- 
scount involved. Your major ad- 
vantage with this program is 
your increased earnings. At this 
time they would probably aver- 
age close to 5%. Your major dis- 
advantage is your greater market 
exposure. This is offset, however, 
in part by the fact that you don’t 
have a constant re-investment 
problem. 

Tax Considerations 


For the man who has every- 
thing including a big income tax 
problem, let’s suppose some more. 

For the sake of making it 
easier for us to figure, let’s as- 
sume that you are in the 40% tax 
bracket. 

This would mean that if you 
were considering a taxable bond 
with a yield of 5% you would be 
able to hang on to only 3% of that 
yield as the rest would go to 
Uncle Sam. To better that yield 
you would obviously need to buy 
a tax exempt security yielding 
better than 3%. At the present 
time that would be easy to do. 

In the case of a taxable bond 
selling at a discount, you will have 
to pay taxes at the rate of 40% 
on the entire amount of the cou- 
pon income but only 25% (the 
capital gain rate) on the differ- 
ence between your purchase cost 
and par at maturity. It will be 
necessary, then, to make a careful 
comparison of the different yields 
available between current tax ex- 
empt offering and the total after- 
tax yield of the taxable securities. 
Incidentally, many people seem to 
think that if they buy a tax ex- 
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empt bond at a discount, that 
both the coupon and the discount 
are tax exempt. ’Tain’t so. Your 
coupon income is always tax free, 
at least from Federal taxes, but 
the discount will have to be ac- 
counted for to the Internal Re; 
venue Bureau. : 

Within the field of tax exempt 
securities there are many choices. 
For a very short position the 
easiest to use are the Public Hous- 
ing Authority notes. There is a 
wide variety of maturities due 
within one year and there is a 
broad market demand for them. 
From a security standpoint they 
are second only to direct Treas- 
ury obligations. 

If these don’t suit your purpose 
there is a fairly large floating 
supply of the various notes put 
out by states and local communi- 
ties. These have a better yield 
than the Housings, but they are a 
little harder to market. 

In considering longer securities 
you will need the advice of an 
expert in the municipal bond busi- 
ness. There are literally thousands 
of different securities available, 
all of which trade at different 
levels against one another. This 
holds true even though the rat- 
ing services may consider them 
of equal stature. 

In your selection of longer mu- 
nicipal bonds be sure to buy only 
high grade bonds with a current 
coupon, i.e. 3 to 4%, to insure a 
greater degree of liquidity. To be 
sure, you can buy good discount 
municipal bonds at a slightly bet- 
ter yield.- However, if you should 
have to sell them before maturity 
you would not find many bids and 
those bids would vary all over 
the lot. Besides, what you are 
striving for is a good annual in- 
come and not additional taxes on 
your municipal purchases. 

As you can see this will apply 
equally well to the investor in the 
lower tax bracket. All he needs 
to know is the yield he would be 
able to keep after he pavs his 
taxes and compare that with the 
yield available on short term tax 
exempts. 

Whichever is greater is the ob- 
vious buy. 


Problems 


The biggest danger in investing 
in the short term markets is that 
you are subject, along with the 
banks, to ail the pressures that 
are inherent in an inflationary 
economy. On the one hand you 
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have the Federal Reserve saying 
that they are going to control 
inflation by keeping money tight. 
On the other hand you have the 
Treasury borrowing money every 
other day or so in the short term 
markets, which is inflationary as 
it can be. In the meantime there 
you sit being whipped back and 
forth with your investments. 
As you know, once you have 
bought a bond at a certain yield 
that yield will be with you until 
your bond matures or unless you 
sell it in the open market. If the 
markets go up or down about all 
you can do is watch it go by. 
Personally I think the bond 
market will go up nicely within 
the next few months. However, 
that is only one man’s opinion. 
Once you as an investor have 
made up your mind that your 
cash position will eventually go 
back into the stock market, stick 
to it. Do not invest your short 
term money in the long term bond 
market in the hopes of making a 
big killing in a rising bond mar- 
ket. Because, if you are wrong, 
and the market does continue to 
go down you could find yourself 
as a very reluctant long term 
bond holder END 





A Sharp Look At Proposed 
Railroad Mergers 
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station stops, and this was ap- 
proved without further investiga- 
tion. All the remaining applica- 
tions were subjected to intensive 
formal investigations. In 10 pro- 
ceedings, after hearing and in- 
vestigation, 8 railroads were per- 
mitted to discontinue the opera- 
tion of 20 trains. One road was 
permitted to reroute two trains 
and another was required to con- 
tinue in service two trains which 
it had proposed to discontinue. A 
major case involved the Lehigh 
Valley road, which wanted to a- 
bolish all passenger service. The 
compromise verdict required the 
Lehigh to continue operation of 
four trains and permitted man- 
agement to discontinue the re- 
maining six. 

Of even greater long-term sig- 
nificance to the investor is the 
right of the railroads to discon- 
tinue or change service of trains 
between points within a single 
state. A half dozen railroads in 


the past year or so proposed dis- 
continuing the 40 trains in this 
category, but it is still too soon 
to determine which way the Com- 
mission leans on this type of 
regulation. Railroad labor tried, 
and failed, to have the Commis- 
sion rule that in these types of 
cases the railroads must provide 
benefits and guarantees for em- 
ployees who might be adversely 
affected. 

These are some of the trends 
which the prudent railroad in- 
vestor must watch with care. It 
may be that the bulk of the mer- 
gers and discontinuances were 
the backwash of the recession and 
that there will be fewer of these 
as the general economic situation 
remains more favorable. On the 
other hand, it may be that man- 
agement has learned an important 
lesson from recent events and in- 
tends to maintain a lean and 
ready posture to forestall future 
difficulties. On an industry-wide 
basis, the railroad picture is 
brightening somewhat — witness 
the encouraging fourth-quarter 
prediction of increased carload- 
ings. But once again, as in many 
other fields of endeavour, indivi- 
dual issues and situations must 
be viewed on an individual basis 
once the general patterns have 
been discerned. END 





The Crash Plus Thirty 





(Continued from page 66) 


If the many able salesmen of 
mutual funds over-sell their prod- 
uct and bring into the market in- 
vestors who do not understand 
that stocks fluctuate downward as 
well as upward, it is possible that 
under adverse conditions a size- 
able number of these holders of 
mutual funds might want out. 
In such a case there would be 
added _ selling pressure which 
could drive stocks down lower 
than they might otherwise go. 
Proponents of mutual funds, how- 
ever, cite the fact that all of their 
holders are cash investors and 
are not operating on margin or 
on credit as were many individ- 
uals in 1929. They also cite 
the skilled professional manage- 
ment services of the funds, and 
claim that generally this type of 
management wil buy on a scale 
down rather than become panick- 
ed into selling at low prices as 
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may be the case with the average 
small odd lot stockholder. It is ap- 
parent that there are valid argu- 
ments on both sides of the ques- 
tion of whether the increased im- 
portance of mutual funds makes 
the market more or less vulner- 
able to wide fluctuations. Unfor- 
tunately the answer may not be 
k: own with certainty until after 
the market has experienced a ma- 
jer readjustment. 

>» 3. Our banking structure to- 
d:y is far stronger than it was 
it the days immediately preceed- 
ir g the 1929 crash. This greater 
s'rength has been achieved 
tl rough more conservative hank- 
ii g practices and through lecis- 
lective changes which have made 
possible greater flexibility and 
lijuidity under’ conditions of 
si ress. 

Under the heading of more con- 
s rvative banking practices comes 
nore care in selection of invest- 
nents and loans, providing sys- 
t-matized serial maturities or 
o her programs for gradual re- 
p.yments plus larger reserves for 
possible losses on loans or invest- 
ments. 

With respect to legislative 
changes, the Federal Deposit In- 
surance Act and the Banking 
Acts of 1933 and 1935 have pro- 
vided several elements of strength 
to the banks which did not exist 
in the 1920’s. ® Deposit insur- 
ance on accounts up to $10,000 
has materially reduced the danger 
of runs and has instilled greater 
confidence in depositors. ® Easier 
aecess to rediscounting privileges 
also has added to the flexibility of 
the banks. ®& Stricter examina- 
tion procedures have represented 
another feature which has helped 
reduce banking failures to a mi- 
nimum. ® Controls exercised by 
the Board of Governors of the 
Federal Reserve System have 
been developed and utilized to 
ease or restrain credit as chang- 
ing business conditions have re- 
quired. Over the past three de- 
ecad&s the money managers have 
learned much about the use of 
credit control mechanisms. The 
current tightening of credit is an 
example of a tupe of control 
which by restraining inflationary 
excesses may go a long way to- 
ward preventing a later crash. 

&> 4. With respect to real estate 
mortgages and the housing and 
construction industry, the pro- 
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Non-Profit Institutions: 
College & University Endowments . 
Foundations iemnetiamionibé 
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Common Trust Funds .............. 


Mutual Savings Banks ........... 


Estimated Per Cent Held by Institutions 


*Preliminary estimates. 





Source 


Estimated Holdings of N. Y. Stock Exchange Listed Stocks 


Non-Insured Corporate Pension Funds ......... 


Market Value of all NYSE-Listed Stocks .... 


New York Stock Exchange Fact Book 


YEAR-END 
1949 1956 1957 1958* 
(Billions) 
$1.1 $2.3 $2.2 $2.6 
1.7 45 4.1 5.7 
1.4 7.1 66 10.2 
1.6 4.0 3.5 44 
1.1 2.8 2.5 3.4 
1.1 3.3 2.7 3.8 
1.0 3.1 2.8 40 
0.5 5.3 54 9.1 
1.0 1.0 1.4 
0.2 02 0.3 
$9.5 $33.5 $31.2 $45.0 
$76.3 $219.2 $195.6 $276.7 
12.4% 15.3% 16.0% 16.3% 
1959. 

















grams of the Federal Housing Ad- 
ministration have been most ef- 
fective in strengthening mort- 
gages and stimulating home build- 
ing. The principal of amortization 
of the debt over a special number 
of years and the additional protec- 
tion afforded by a Federal guar- 
antee, have been important new 
concepts in the mortgage field 
which have provided the basis 
for broad acceptance of Federal 
Housing Administration and 
Veterans’ Administration mort- 
gages by many different types of 
financial institutions. 

Over the last 25 years or so the 
experience of life insurance com- 
panies, banks, and many other 
types of lending organizations 
with mortgages has been excel- 
lent. This is not to say that hence- 
forth there is no likelihood of 
danger in the field of mortgages. 
In some areas abuses have crept 
in and there has been a tendency 
to reduce initial payments and 
extend maturities on Federally 
guaranteed mortgages beyond a 
point which may be regarded as 
wise or safe. If this credit instru- 
ment is abused there is likely to 
be trouble in spite of the govern- 
ment guarantee. 

»> 5. In the International field, 
we are faced with uncertainties 
and serious problems. However, 
the danger of economic upset to 
this country from foreign de- 


velopments does not appear as 
great as the danger of war aris- 
ing out of the armament race and 
cold war with Soviet Russia. 
Great Britain, France, West Ger- 
many and the Low Countries ap- 
pear to be enjoying a measure of 
prosperity. Customs barriers be- 
tween many European countries 
are being lowered and convertibi- 
lity of currencies is being facili- 
tated. These developments, plus 
whatever gains are achieved 
through the visits of Khrushchev 
to this country and President 
Eisenhower to Russia may be re- 
garded as constructive economi- 
cally as well as politically. 
Outside of the threat of war, 
the greatest potential danger to 
the United States from interna- 
tional sources today appears to 
be in the weakness of the dollar 
which has been developing out of 
an adverse balance of payments, 
and some loss of confidence in the 
dollar as a result of the inflatio- 


nary factors in America’s eco- 
nomy. 
In Conclusion 
In summary, it appears that 


on the eve of the thirtieth an- 
niversary of 1929, the danger 
to this country of a recurrence of 
a similar panic may be regarded 
as unlikely. Today we are a much 
larger and wealthier nation than 
we were in 1929. The income base 
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is much broader and many safe- 
guards and monetary and credit 


controls have been _ instituted 
which did not exist in 1929. Our 
banks and other financial institu- 
tions are much stronger than they 
were thirty years ago and the 
mortgage and housing fields are 
on sounder ground. This is not to 
say, however, that we can afford 
to become complacent. As with 
liberty, the price of economic se- 
curity is eternal vigilance. Today 
the greatest threat to our econo- 
mic well-being appears to come 
from abuse of Federal credit 
rather than of private credit. In 
other words, inflation, arising 
from fiscal irresponsibility and 
from political abuse of credit con- 
trols, is the source of greatest 
danger. If we do not keep infla- 
tion in check we could have a 
boom and subsequent bust which 
would make 1929 look like a mere 
ripple. END 





Need To Cut Costs Spurs 
Demand For Materials 
Handling Machinery 





(Continued from page 89) 


omists expect that, if major labor 
disputes are resolved satisfac- 
torily by the end of this month, 
many industries may be operating 
virtually at physical capacity at 
the year-end. 

Such a prospect, especially in 
the light of continued strong pres- 
sures for wage increases again 
in 1960, would provide another 
strong incentive to induce manu- 
facturers to replace outmoded 
equipment with new machinery. 
Opportunities are abundant in 
many lines for devices that per- 
form functions so satisfactorily 
that with their use numerous 
workers may be replaced. Cur- 
rent forecasts call for capital ex- 
penditures this year of about 
$33.3 billion, an increase of about 
9 per cent over last year’s total 
of about $30.5 billion, which rep- 
resented a decline of 17 per cent 
from 1957. This prospect augurs 
well for 1960 sales. 


Others Seek Diversification in This 
Field 


Considering the vigrous growth 
potential in specialty machinery 
designed for materials handling 
and transportation, it is not sur- 
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prising that a great many manu- 
facturers have turned their atten- 
tion to this field. Few concentrate 
on such equipment, although it is 
important for companies such as 
Chain Belt, Link-Belt, Clark 
Equipment, Yale & Towne, Haw- 
itt-Robbins, Joy Manufacturing 
and others. 

Companies that would not be 
identified with machinery or 
equipment manufacture have be- 
come interested in the broad ma- 
terials handling problem. As a 
case in point, Goodyear Tire & 
Rubber has devoted large sums 
and effort to development of con- 
veyor systems for transportation 
of coal and similar materials long 
distances from production sources 
to outlying markets. Substantial 
economies in handling as well as 
in freight costs are being realized 
in instances where they have been 
adopted. 

Probably the most successful 
adoption of the pipeline trans- 
portation of coal was the 108- 
mile installation engineered by 
Cleveland Electric Illuminating 
Company and Consolidation Coal 
Company a few years ago. The 
pipeline has enabled the Cleve- 
land utility to transport more 
than 1.2 million tons of coal an- 
nually from southern Ohio coal 
fields to the Eastlake plant in 
Cleveland at significant savings. 
The shipments represent about 40 
per cent of the utilitys total fuel 
requirements. Success of the ex- 
periment has encouraged other 
installations. 

With this general survey of 
potentialities in a specialized in- 
dustry, we now may turn to a 
brief consideration of a number 
of companies that have gained 
a foothold in materials handling 
activities. As noted previously, 
the number having at least some 
representation in machinery-mak- 
ing runs well above 200. It will be 
possible to comment on only a 
few of the major concerns which 
have a large stake in the business. 
Comments will be supplemented 
by statistics in the accompanying 
tabulation. 

In reviewing the companies 
representing materials handling 
equipment, one is likely to think 
of Yale & Towne as a typical manu- 
facturer, although the concern 
gained its early reputation in a 
previous generation as a leading 
supplier of hardware, locks and 
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other building items. Concentra.) the yea 
tion on fork lift trucks, tractor}reach a 
shovels and the like has enabled) share, it 
Yale & Towne to expand its sa'es | hal! pat’ 
of materials handling equipment! six mon' 
to around $80 million annual’y,)a sare’ 
or about 70 per cent of total 1958 months 
shipments of $115.7 million. Elec.) proved 

tric-motor powered trucks equip- substant 
ped with a wide variety of attach.jom’ ™ 
ments serve a broad market.phig.er | 
Plants in Canada, England andj pa? tive 





West Germany, accomodating :n} (ir rela’ 
expanding foreign market, a2.) tri uted 
count for about one-quarter of § shi pr 
total sales. jin he fi 


With incoming orders runni! g_ Itho 
at about 50 vercent ahead of tlie) tra ismi: 
same period of 1958, Yale &/no’' clas: 
Towne experienced a satisfactory | lin” eq 
first six months this year and a>)-/ as ‘oller 
pears headed for a record volun ings, et 
of sales by the year-end. Manag>- en‘; in ¢ 
ment has projected volume «at ) ma‘erial 
about $140 million, compared / ite 1s co 
with last year’s $115.7 millicn of shipn 
and a previous peak in 1957 cof) cu istan 
$128.6 million. Despite adverse clu les p 
effects of a long strike in one, going to 
plant, net profit rose about 25) anc acce 
percent in the first six months cert of 
from last year, when income was) comes a 
aided by a tax credit equal to 31 tkn wn | 
cents a share. For the full year } trated ir 
it is thought that earnings may | der disc 
range well above the $1.62 a share _Unles 
of 1958 and may compare favor- | she uld ¢: 
ablv with the 1957 showing of| in outp 
$2.11 a share. Adoption of econ-| lieved t 
omy measures encourages hone well ahe 
of stil more favorable results in )ed total 
1960. cided in 

Another well known factor in | Net Pr 
the industry is Clark Equipment | °Stimate 
Company, which produces fork lift ie 
trucks, towing tractors, straddle ane el 
carriers and other materials + obeys 
handling machinery as well as a ot we ve 
line of construction equipment | ‘C8! . 
that is not generally character- oe ad 
ized as specialty machinery of — nde 
this kind. The company also is ne roar 
engaged in manufacturing specia! — o 
containers for transportation of a0 
materials. In reflecting a rebound | “CS: 
in industrial activity, Clark’s |, Chain 
sales boomed to a new peak in | tor in | 
the first six months with an in- | “°Mveyo! 
crease of about 60 per cent at |enced c 
above $103 million. The increase | SPondinj 
in volume of materials handling | fer mor 
machinery approximated 50 per Ye in 
cent. Conveyo 

Earnings are expected to re- | items a 
spond favorably to an estimated | about a 
sales expansion of 40 per cent or | Shipmen 
more to about $200 million for | between 
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the year. Net profit is likely to 
reach an all-time high of $5 a 


abled) share, it is indicated, if the first 


Sa'es 
ment 
ual y,} 
1958 


half pattern persists. For the first 
six months net profit rose to $2.83 
a share from $1.11 in the first six 
months of 1958. Margins im- 


Elec.s proved in reflecting benefits of 


quip.) substantially larger volume, econ- 

tac nd 

rket. 
and 

gen 
ac 


om’ measures and moderately 
higxer selling prices. The com- 
paratively small capitalization 
(ir relation to sales volume) con- 
‘tri uted in some measure to the 
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no’ classified as “materials hand- 
ilin’’ equioment. some items such 
as oller chain drives, roller bear- 
ings, ete., are used as compon- 
ent; in assembly line devices. The 
ma‘erials handling machinery 
ite ns constitute about 55 per cent 
of shipments under ordinary cir- 
cul istances. This machinery in- 
clules power shovels and cranes 
going to many types of customers 
anc accounting for about 10 per 
cent of volume. This company 
comes as near as any nationally 
known concern to being concen- 
‘trated in the type of business un- 
‘der discussion here. 

Unless the lengthy steel strike 

should cause serious interruptions 
in output this month, it is be- 
lieved that shipments may run 
well ahead of last year’s depress- 
ed total and contribute to de- 
cided improvement in earnings. 
Net profit is being tentatively 
estimated at about $4.15 a share, 
compared with $3.52 for 1958. 
Considering the prospect of siz- 
able expansion in capital expendi- 
tures next year, it would seem 
logical to look forward to sales 
approximating or bettering the 
| highs of 1956 and 1957, suggest- 
_ing possibility of earnings in the 
area of $5.50 to $6 a share and 
encouraging hope of higher divi- 
dends. 

Chain Belt, another leading fac- 
tor in power transmission and 
conveyor machinery, has experi- 
enced consistent growth in re- 
sponding to industry’s demand 
for more efficient equipment for 
use in assembly line operations. 
Conveyor and process equipment 
items are said to account for 

‘about a quarter of the company’s 
shipments. Sales have averaged 
between $55 milion and $60 mil- 
OZTOBER 
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lion in each of the last three years 
and are expected to approach a 
new high in the fiscal year ending 
this month. For the first nine 
months shipments rose 21 per 
cent above the total in the corres- 
ponding period of 1958. Earnings 
may come close to matching the 
1956 high of $4.49 a share, ad- 
justed for the 3-for-2 split that 
took place early this year. In view 
of the encouraging outlook for the 
coming year, management may 
feel disposed to approve a year- 
end extra or to raise the regular 
40-cent quarterly rate early in 
1960, as was the case a year ago 
when payments were increased 
to 60 cents from 50 cents on the 
old stock. Dividends have been 
paid continuously since 1902. 


The major part of revenues of 
Hewitt-Robins is derived from sales 
of materials handling equipment, 
consisting chiefly of specially en- 
gineered conveyor systems de- 
signed for transportation of bulk 
materials. As a principal source 
for both belting and machinery 
required for movement of convey- 
or systems, the company enjoys 
an excellent volume in replace- 
ment orders. Sales have maintain- 
ed a steady climb since the war 
in fulfilling industrial demand 
for labor-saving devices. With the 
resurgence in industrial activitv 
this year, orders have rebounded 
from the 1958 setback and seem 
likely to register a moderate gain 
for the vear in svite of the fact 
that shipments in the first six 
morths at $23.8 million were 
slightly lower than in the same 
period a year ago. Earnings in 
the first half were handicapped 
by a strike at the polyurethane 
plant and by unsatisfactory prices 
on industrial items. Despite the 
disanvointing earnings experi- 
enced in the first six months, it 
is felt that net profit for the year 
may register a moderate improve- 
ment over the $2.15 a share re- 
corded in 1958. Dividends have 
been maintained at the $2 annual 
rate paid for the last seven years. 

Although Joy Manvufacturing’s 
complicated machinery hardly 
qualifies as conventional ma- 
terials handling equipment, it is 
essential for efficient mining op- 
erations and has virtually revolu- 
tionized coal production in this 
country. Costly machines are 
capable of mining coal automatic- 
ally and moving supplies to other 






equipment for processing. There 
are mechanical loaders, shuttle 
cars, coal-cutting machines, chain 
and belt conveyors, power trans- 
mission equipment and similar 
products designed to minimize 
hand labor. Sizable economies in 
mining have been realized 
through utilization of modern fa- 
cilities. 

Sales registered an increase of 
more than 5 per cent in the first 
nine months, but deliveries of 
equipment to coal mines have 
been hampered in recent months 
by the protracted steel strike, cur- 
tailing operations in bituminous 
mines, and it seems doubtful 
whether the company’s shipments 
and earnings in the last three 
months of fiscal year ended Sep- 
tember 30 will come up to expec- 
tations. Management had been 
estimating earnings for the year 
at about $2.75 a share, against 
$2.33 for 1958. but the steel strike 
handicap may have prevented ful- 
fillment of expectations. This 
business merely has been defer- 
red, however, and should find re- 
flection in continued improvement 
in early months of the 1960 fiscal 
period. Dividends have been 
maintained at a $2 annual rate 
despite rather thin coverage for 
the last year or two. Prospects 
are considered promising for 
coming months. END 





Changing Position of the U. S. 
Under World Wide Shifts 
In Import-Export Trade 





(Continued from page 79) 


Canada was the only area to 
which exports increased. With the 
Canadian economy rebounding 
sharply from last year’s recession, 
our sales there jumped 10% over 
the comparable 1958 period with 
machinery and vehicles leading 
the advance. Exports to Europe 
and Latin America continued 
their decline. Shipments to Asia, 
Africa, and elsewhere were at 
about the same level of last year. 

Reduced cotton and coal sales 
accounted for the further drop in 
our exports to Europe. The slack 
demand there for American cot- 
ton was temporary, but European 
over-production of coal (partly as 
a result of industrial conversions 
to fuel oil) is a more serious mat- 
ter. It is quite likely that the boom 

































years of U.S. coal exports to Eu- 
rope are over. Despite this, a 
marked pickup in total U.S. ship- 
ments to Europe is anticipated 
for the second half of 1959. 

Our two largest European 
customers are Great Britain and 
Germany. Exports to those: two 
countries dropped only slightly 
during the first six months of 
the year. Sales dropped off more 
sharply to France and Italy. The 
Netherlands actually increased its 
purchases from us by 15%, due 
chiefly to grain imports. 

U.S. exports to Latin America de- 
clined more severely than to other 
areas. Reduced sales of machinery 
accounted for one-third of this 
drop. There were also declines in 
shipments of automobiles, steel 
products, metalwares, textiles, 
and grain. The broad distribution 
of these sales lags reveals the 
severity of Latin America’s fin- 
ancial trouble. Depressed prices 
and sluggish demand for its raw 
material exports have sharply re- 
duced foreign exchange earnings. 
It sems unlikely that there will 
be any increase in our exports 
there during the balance of 1959. 

Venezuela and Mexico are the 
two largest U.S. markets in Latin 
America. Cuba and Brazil rank 
next, followed by Argentina and 
Colombia. Exports to all countries 
in Latin America dropped during 
the first half of 1959 with the ex- 
ception of small gains in sales to 
Colombia, Uruguay, and Panama. 

In Asia, exports to India rose 
by more than one-half while ship- 
ments to Korea and Pakistan 
dropped by 40%. In all three 
cases, changes reflected shifts in 
our government’s surplus food 
disposal program. Sales to the 
Philippines were off an addition- 
al 10%, continuing the trend of 
the past decade toward a decreas- 
ing share of its trade with the 
United States. Over-all exports to 
Japan, our principal Far Eastern 
customer, were the same value as 
a year ago. A sharp drop in cot- 
ton sales was offset by gains in 
other items, particularly in chem- 
icals. In view of Japan’s rising 
prosperity, some increase in our 
exports there appears probable 
during the second half of 1959. 

Government statistics indicate 
that exports to Africa rose slight- 
ly despite a $40 million (25%) 
drop in sales to South Africa and 
a $10 million decline in shipments 
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to the Belgian Congo. The offset- 
ting factor was a gain of about 
$60 million in exports to Liberia, 
but this actually represented the 
transfer of American merchant 
shipping to Liberian flag registry 
for tax purposes. 


Rising Foreign Investment 


One way of beating foreign 
competition in export markets is 
to manufacture overseas. This in- 
creasingly popular technique has 
a number of advantages. Lower 
labor costs is often the compelling 
factor, though sometimes it is the 
reduced transportation bill (in 
the case of bulky products), or 
the potential tax savings. Often 
it is a means of gaining prefer- 
ential entry to a protected market 
like the sterling area or the Euro- 
pean Common Market. Foreign 
governments generally welcome 
such investment since it provides 
new employment and reduces im- 
port costs. 

Sales last year by overseas sub- 
sidiaries of U.S. companies were 
estimated at $30 billion, almost 
double our commercial exports. 
Direct investment in foreign 
manufacturing subsidiaries in- 
creased by nearly $600 million in 
1958, reaching a total of $8.5 bil- 
lion. Reports available thus far 
in 1959 indicate a strong up- 
swing in such activity, particular- 
ly in Western Europe. The follow- 
ing recent press items are typical. 

®& The director of American 
Cyanamid’s international division 
said last month, “By 1963 we ex- 
pect to be producing about 60% 
of all the products we sell on the 
international market from facili- 
ties located outside of the U.S. 
and Canada.” 

& Since 1955, production of re- 
frigerators at overseas plants 
owned by the General Electric 
Company has doubled and is ex- 
pected to double again by 1961. 
According to a G.E. official, last 
year nearly 20% more refrigera- 
tors were made at G.E. plants 
abroad than were exported by the 
company from the U.S. 

®& As reported in a Commerce 
Department release, American 
typewriter manufacturers are 
now supplying overseas markets 
almost entirely from affiliated 
plants in foreign countries. 

> Commenting on the opening 
of their English subsidiary, the 
president of Brown & Sharpe Ma- 


chine Tool Mfg. Co. said recent.” 


ly, “During many years befor 





the War, exports were as much ay 


30% of our business. Now they 
are below 10%. You have to make 
many of your tools abroad nowa. 
days if you are going to be re 
presented in foreign markets.” 


Imports Continue Growing 


U.S. imports declined only 
slightly in the recession y2ar 
1958, with the drop in raw ma. 
terial purchases largely offset by 
increased imports of consurier 
goods. In 1959 imports are com. 
ing in at an all time record r: te 
The total was $7.4 billion for che 
first six months (up 18% from 
the similar period last vear), «nd 
for 1959 as a whole, imports of 
at least $15 billion are antici»a- 
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ted. With exports not likely to 
exceed $16 billion, this would 
mean the smallest trade balance 
in 20 years! 

As U.S. industrial product on 
climbed from the recession low 
point of last year, demand or 
imported raw materials moun ‘e¢ 
even more sharply. During the 
first half of 1959, U.S. purchases 
of industrial materials rose $500 
million above the corresponding 
»eriod of 1958. 


Large gains have been recorded 
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in rubber and tin imports from 
Malaya and Thailand, wool from 
New Zealand, timber and wood- 
pulp from Canada, burlap from 
India, and industrial diamonds. 
But the establishment of import 
quotas on petroleum held the total! 
for that item down to last year’s 
level. While imports of iron ore 
from Canada and Venezuela rose 
steadily during the first half, 
most nonferrous metals _ lost| 
ground. Lead and zinc were under 
new quota restrictions; copper 


and sluggish demand. 


Imports of manufactured goods| 
climbed upward even faster than 
raw materials during the first 
half of 1959. A $600 million gain 
(33%) over the year-ago level 
was recorded. 

Special attention has been at- 
tracted by the sudden spurt of 
steel imports. The U.S. tradition- 
ally has been a major exporter of! 
steel mill products, with shipment 
as recently as 1957 averaging! 
half a million tons monthly. Last 
year’s global recession cut export 
demand in half, but even so our 


had to contend with large mS 
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‘Salting Down” 138 Points Profit 
-To Be Ready for New Opportunities 


: 7 SOUND PROGRAM 


FOR 1959-60 


FULLY ROUNDED SERVICE 


For Protection— Income—Profit 


Th re is no service more practical . . . mere 
de‘inite . . . more devoted to your interests 
tha The Forecast. it will bring you weekly: 
Thee Investment Programs to meet your 
vo'ious aims . . . with definite advices ef what 
an! when to buy and when to sell. 





Program 1 — Top grade stocks for security and 
assured i with lient ap- 
pe ‘ 





Program 2 — Special dommais situations for sub- 
stantial capital gains with ‘arge 
dividend payments. 

Program 3 — Sound stocks in medium and lewer- 
priced ranges to be recommended 
at under-valued prices for sub- 
stantial gains. 


Projects the Market .. . Advises What Action to 

Toke . .. Presents and interprets movements by 

Industry of 46 leading groups comprising our 

broad Stock Index. 

Supply-Demand Barometer . . . plus Pertinent 

Charts depicting our 300 Common Stock Index 
- 100 High-Priced Stocks . . . 100 Low-Priced 


| Stocks; also Dow-Jones Industrials and Rails 
| from 1950 to date. 


Technical Market Interpretation . . . up-to-date 
data, earnings and dividend records on securi- 
ties recommended. 

Telegraphic Service .. . If you desire we will 
wire you our buying and selling advices. 
Washington Letter—Ahead-of-the-News interpre- 
tations of the significance of Political and Legis- 
lative Trends. 

Weekly Business Review and Forecast of vital 
happenings as they govern the outlook for busi- 
ness and individual industries. 























On May 23rd we advised subscribers to take 138 points 
profit on Forecast stocks that in our opinion had advanced 
to prices where they were amply valued. This included ac- 
cepting our 300% gain on General Dynamics BEFORE its 
recent sharp sell-off. 

—Then, on June 23rd we recommended Pullman at 63% 
as a stock likely to show INDEPENDENT strength. Now 
after the August-September shakeout, Pullman is 68% 
— up 5% points despite market decline. 

—Reynolds Tobacco (recommended at 55',) has split 2- 
for-1 this year and the new shares are 557, representing 
over 100% profit. 

—On August 20th, Southern Pacific increased its dividend 
and proposed a 3-for-1 split ...and the stock which we 
recommended at 45 is now 68%, up over 52%. — Beech 
Aircraft has risen from 26%, to 3134 — while Denver & 
Rio Grande Western has split 3-for-1 so for each share 
bought at 391%, subscribers hold 3 new shares at 17% 
— a 35% profit. 

—Qur International Tel. & Tel. has been a 1959 market 
leader raising its dividend and splitting its shares 2- 
for-1 so for every share subscribers bought on our 
original recommendation at 18, they hold 2 shares at 
315, — representing 241% profit. 

JOIN IN OUR NEW PROGRAM — LOOKING TO 1960 

By enrolling now you will receive all our new and coming 
recommendations as we release buying advices. Once you buy 
them you will have the security of knowing that we will 
advise you from week to week in our bulletins just how long 
each stock should be retained—when to take profits and 
where and when to reinvest. 

This supervision is provided for every Forecast bulletin 
recommendation so you will never be in doubt concerning 
your position. 

Mail your enrollment today with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
promptly which to retain—which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our new selections and coming opportuni- 
ties as we point them out to subscribers. 
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THE INVESMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 
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Air Mail: (1) $1.00 six months: [ $2.00 
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foreign sales were nearly double 
the import volume (see chart). 


Substantial Growth in Steel Imports 


Under the influence of the im- 
pending steel strike here, exports 
dropped further during the first 
six months of 1959 and since then 
have virtually disappeared. Mean- 
while, imports of foreign steel 
have skyrocketed, rising to more 
than 400,000 tons a month before 
the steel strike began and well 
over that amount since then. Belg- 
ium and Luxembourg have been 
supplying about 40% of our im- 
ports — France, Germany Great 
Britain, and Japan the balance. 

Although hedge buying ac- 
counted for some of the increase 
in steel imports earlier this year, 
price competition has been a 
maior factor. 

Jananese steel sales have made 
particular headway on the West 
Coast, and the newlu opened St. 
Lawrence Seaway has lowered 
the cost of Euronean steel in the 
Great Lakes region. 


Are We Losing Our Dominant 
Position In Auto Market? 


The steady growth in import 
of foreign automobiles during the 
past four years has been another 
significant trade development. 
Here also exports have sagged as 
imports have risen (see chart). 
Passenger car imports as recent- 
ly as 1955 were averaging less 
than 5,000 per month. This vear 
imvorts are up to 60,000 a month 
and more! In the same period 
exports have dropped from 17,000 
to about 7,000 monthly. 

In an all-out effort to stem this 
import tide, the Big Three auto 
manufacturers are now coming 
out with their own versions of 
the smaller car, but indicated de- 
livery prices are well in excess of 
$2,000. We repeat the prediction 
made here eight months ago that 
“they are not likely to be small 
enough or cheap enough to com- 
pete effectively with the Euro- 
pean economy models.” 


Other Important Competition 


Large increases have also taken 
place this year in imports of in- 
dustrial machinery from Europe, 
electrical equipment and radios 
from Germany and Japan, and 
agricultural machinery from Can- 
ada. Textiles and wearing apparel 
from Hong Kong and Japan have 
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also registered gains, along with 
glassware from Europe and 
Japan. 

While total imports of food- 
stuffs were at approximately the 
level of last year, there were 
significant changes within the 
group. Although coffee imports, 
chiefly from Brazil and Colombia, 
were actually up more than 10% 
in volume, depressed prices due to 
chronic over-production saved 
U.S. consumers. $70 million in 
import costs. Imports of meat 
products from Australia and 
seafood from Japan and Mexico 
have scored gains this year over 
the corresponding period of 1958. 

Our largest single source of 
imports is Canada which supplies 
about 20% of the total. American 
businessmen have invested more 
than $14 billion in developing 
this vast treasure house of raw 
materials so conveniently located 
across our northern border. Can- 
ada is the leading supplier of our 
imports of iron ore and many 
non-ferrous metals timber, wood 
pulp, and newsprint, crude chem- 
icals, fish, and furs. For the past 
12 months imports from Canada 
have been booming along near the 
1957 peak level. 

Premier Khrushchev’s recent 
proposal for a big increase in U.S. 
trade with the Soviet Union has 
worried Canadian businessmen. 
Commodities that the USSR could 
supply largely duplicate major 
Canadian exports. However, there 
are many obstacles to increasing 
trade with Russia, and U.S. com- 
panies are not likely to close down 
their profitable Canadian facili- 
ties to accommodate Soviet state 
trading firms. 

Imports from Western Europe 
reached an all time high during 
the first half of 1959, rising more 
than 40% above the year ago lev- 
el (see table). Every country ex- 
cept Greece shared in this ad- 
vance, which was paced by in- 
creased sales to the U.S. of auto- 
mobiles, steel products, textiles, 
and machinery. Growing prosper- 
ity in both Europe and the United 
States is likely to keep right on 
boosting this trade. 

The volume of trade with Latin 
America has also increased this 
year, but because of price declines 
for coffee, cocoa, sugar, wool and 
crude oil, import values have risen 
only slightly. Depressed raw ma- 
terial prices are also responsible 
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for the slight drop in our im.” 
ports from Africa this year. But 
imports from Australia and New} 
Zealand have jumped by more) 
than 50% in 1959 reflecting in.-| 
creased meat and wool imports. 

Imports from Asia have gro wn 
by more than 25% ($250 millic n) 
this year, with three-fifths of “he 
increase accounted for by a shi: rp} 
jump in our purchases from 
Japan. For the first time si ice 
the war, Japan has achievec a 
surplus in its trade with he 
United States. Although the s rr. 
plus is small — only $20 mill on 
for the January-June period ic-' 
cording to U.S. records — it is 
highly significant for the Jap:.n- 
ese. They have been striving or 
the past decade to raise th:ir 
sales in the American market to 
offset the large purchases tl e) 
must make from us. As recen'ly 
as 1957, Japan had a deficit of 
$600 million in its trade with ‘he 
United States. 

Japan’s recent sales gains hi ve 
been well distributed. It has >e- 
nefited greatly from the growing\ 
interest in Oriental home furnish- 
ing and handicrafts. Since it ex- 
ports a wide variety of products 
to us, some U.S. industries have 
felt the effects of this competition. 
But the public, hard-pressed by 
rising living costs, has avidly; 
bought Japanese merchandise 
The growth in imports to this 
country, generally stems from the 
same reason; they are cheaper 
than similar American products 
As long as inflation in the U.S. 
continues, this situation will 
plague us. END| 





The Trend of Events 





(Continued from page 60) 


windfall doesn’t prove to be a 
tornado, crushing values, the case 
will be reopened and distribution 
methods recast to conform to the 
enlightened tax approach. 
Meanwhile, du Pont will con-| 
tinue to hold, but not vote, its 
63,000,000 shares of GM stock. 
Individual holders, not having 
financial interest in GM will vote 
the stock. The heavy hand of un-) 
warranted Federal income tax 
been lifted by a commonsense 
decision handed down by a jude 
who had “lived with” the case for 
10 years. END 
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PRET 


Take Care of Your Investments Now 
So They Can Take Care of You Later 


(Important — To Investors With $50,000 or More!) 


Most investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 

. with a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth .. . 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








be ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 


he glad to quote an exact annual fee... 
can benefit you. 


and to answer any questions as to how our counsel 
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NATIONAL STEEL 


The earthmoving industry is one of many that are benefiting 
from the extra high strength steels created by National Steel’s 
continuing research. 

Now, for example, through our Great Lakes Steel division’s 
series of N-A-XTRA steels, the designers and manufacturers of 
the powerful earthmoving behemoths can build major new 
advances into their equipment. 

For here are the extra high strength, heat-treated steels that make 
possible lighter weight construction without sacrifice in strength, 
The steels that make it possible to design for increased payload 


without increasing dead weight. The steels that can easily with- 
stand heavy loading and impact and retain their toughness under 
extreme operating conditions. The readily formable, easily welded 
steels. The steels that are N-A-XTRA. 
Want more facts on N-A-XTRA steels? 

For details on how the N-A-XTRA steels can help you to build new 
advances into your products, too, send for our new, illustrated 
technical brochure. Write to Great Lakes Steel Corporation, 
Department NSF-5, Detroit 29, Michigan. 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. Major divisions: Weirton Steel Company « Great Lakes Steel Corporatior 
NATIONAL Midwest Steel Corporation * Stran-Steel Corporation » Enamelstrip Corporation * The Hanna Furnace Corporation National Steel Products Company 
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